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FISCAL  YEAR  1994  FOREIGN  ASSISTANCE  AU- 
THORIZATION: CHANGING  PRIORITIES  IN 
FOREIGN  AID 


WEDNESDAY,  MAY  5,  1993 

U.S.  Senate, 
Subcommittee  on  International  Economic 

Policy,  Trade,  Oceans  and  Environment 
of  the  Committee  on  Foreign  Relations, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  10:20  a.m.  in  room 
419,  Dirksen  Senate  Office  Building,  Hon.  Paul  S.  Sarbanes  (chair- 
man of  the  subcommittee)  presiding. 

Present:  Senators  Sarbanes,  Kassebaum,  Feingold,  and  Jeffords. 

Senator  Sarbanes.  The  meeting  will  come  to  order.  I  apologize 
for  the  delay  in  starting  the  hearing.  Senator  Kassebaum,  who  is 
the  ranking  member  of  trie  subcommittee,  will  be  along  shortly. 

I  am  delighted  to  see  that  Senator  Feingold  is  with  us. 

Today,  the  subcommittee  begins  hearings  relating  to  the  fiscal 
1994  Foreign  Assistance  Authorization.  I  wanted  to  start  by  wel- 
coming our  new  ranking  member  on  this  subcommittee,  Senator 
Kassebaum,  but  I  think  I  will  wait  until  she  gets  here.  She  has 
done  very  fine  work  in  the  area  of  foreign  aid,  and  I  am  looking 
forward  to  working  with  her. 

Obviously,  we  have  a  complex  task  ahead  of  us.  We  will  have  to 
look  at  the  new  initiatives  which  we  anticipate  receiving  from  the 
administration  and  try  to  harmonize  those  with  the  concerns  of 
committee  members  as  well  as  those  of  the  development  commu- 
nity and  the  country  as  a  whole,  some  of  which  we  will  be  hearing 
today. 

And,  of  course,  we  hope,  out  of  that,  we  can  put  something  to- 
gether that  will  command  the  support  of  the  American  people  and 
can  meet  the  challenge  with  which  we  are  confronted  in  this  field. 

Today's  hearing  is  the  first  in  a  series  designed  to  give  an  over- 
view of  the  Foreign  Assistance  Program,  its  goals  and  objectives,  its 
success  or  lack  thereof  in  meeting  them,  and  recommendations  for 
improvement. 

The  full  schedule  has  not  yet  been  worked  out  altogether,  but  the 
next  hearing  is  tentatively  scheduled  for  Thursday,  May  13,  at  9:30 
a.m.,  when  we  plan  to  hear  testimony  from  Deputy  Secretary  of 
State  Clifton  Wharton,  and,  assuming  he  is  confirmed  by  that  date, 
AID  Administrator  Brian  Atwood. 

There  has  also  been  a  hearing  scheduled  for  Wednesday,  May  19, 
the  following  week,  at  2  p.m.,  when  we  plan  to  hear  from  witnesses 

(1) 


representing  a  wide  range  of  private  voluntary  organizations  and 
nongovernmental  organizations. 

Today,  our  topic  is  the  changing  priorities  in  foreign  aid.  Here  we 
hope  to  address  some  of  the  broader  issues  and  questions  that 
confront  U.S.  foreign  aid  policies  and  programs,  such  as  the  follow- 
ing: 

Now  that  the  cold  war  is  over,  how  should  we  adjust  or  rethink 
the  ways  in  which  our  foreign  aid  is  administered  and  distributed? 

Do  we  need  to  establish  a  single  guiding  theme  or  objective  in 
our  foreign  aid? 

Should  we  retain  diverse  programs  for  different  needs  and  try  to 
coordinate  and  harmonize  them? 

What  should  our  primary  emphasis  be? 

If  a  full  scale  rewrite  of  the  Foreign  Assistance  Act  of  1961  turns 
out  not  to  be  possible  this  year — and  I  would  note  that  we  are  al- 
ready into  May  and  have  a  very  heavy  legislative  agenda  before 
us — what  changes  can  be  made  on  an  interim  basis  to  improve  our 
foreign  aid  program  and  lay  the  basic  steps  for  further  change? 

Those  are  only  a  few  of  the  questions  that  we  will  need  to  exam- 
ine. Today  we  will  be  receiving  testimony  from  two  panels  of  expert 
witnesses. 

The  first  panel  consists  of  John  Sewell,  president  of  the  Overseas 
Development  Council,  author  of  two  recent  reports  on  the  foreign 
aid  program;  Dr.  Janet  Brown,  senior  associate  of  the  World  Re- 
sources Institute,  former  executive  director  of  the  Environmental 
Defense  Fund  and  co-author,  with  Garreth  Porter,  of  a  recent  book 
entitled,  "Global  Environmental  Politics";  and  Dr.  Richard  Haass, 
who  served  as  special  assistant  to  President  Bush  and  Senior  Di- 
rector for  Near  East  and  South  Asian  Affairs  at  the  NSC  from  1979 
to  1993,  and  who  is  now  senior  associate  with  the  Carnegie  Endow- 
ment for  International  Peace. 

I  would  like  to  welcome  each  of  the  panelists  to  the  committee. 
We  look  forward  to  hearing  your  testimony.  I  would  hope  you  could 
limit  your  oral  statements  to  5  or  10  minutes.  We  have  the  full  text 
of  your  written  statements  and  will  be  happy  to  include  those  in 
the  record. 

Senator  Feingold,  did  you  have  any  comments  you  wanted  to 
make  at  the  outset?  [No  response.] 

Has  the  panel  worked  out  an  order  amongst  themselves? 

If  not,  John,  maybe  we  will  start  with  you  and  then  go  to  Dr. 
Brown  and  end  up  with  Dr.  Haass. 

STATEMENT  OF  JOHN  SEWELL,  PRESIDENT,  OVERSEAS 
DEVELOPMENT  COUNCIL 

Mr.  Sewell.  Thank  you,  Senator,  Senator  Feingold. 

I  am  extremely  pleased  to  be  here.  I  want  to  commend  you  for 
taking  on  these  hearings,  because  they  take  place  at  a  particularly 
important  juncture,  when  most  people  agree  that  current  policies 
have  run  out  of  time  with  yet  no  full  agreement  on  what  new  set 
of  policies  should  replace  them  in  the  field  of  development  coopera- 
tion. 

I  want  to  make  five  points  in  the  5-or-so  minutes  allotted  to  me. 
The  details  are  in  my  written  testimony.  Much  of  what  I  have  to 
say  is  drawn  from  two  publications  of  the  Overseas  Development 


Council.  The  first  is  "Challenges  and  Priorities  in  the  1990's:  An 
Alternative  U.S.  International  Affairs  Budget,  Fiscal  Year  1993," 
which  has  been  sent  to  the  committee  and  which  I  would  be  happy 
to  submit  for  the  record. 

The  second  is  a  white  paper  produced  by  a  group  of  independent 
experts  called  "Reinventing  Foreign  Aid."  It  was  completed  just 
prior  to  the  last  election,  with  the  participation  of  a  number  of 
prestigious  people  including  former  heads  of  AID,  heads  of  the 
World  Bank,  and  the  new  Administrator  of  AID. 

The  five  points  I  want  to  make  are  simply  the  following: 

First,  the  challenge  facing  you  is  much  larger  than  rethinking 
the  foreign  aid  program  and  what  to  do  with  AID.  It  is  really  to 
define  American  interests  abroad  in  the  post  cold  war  world. 

You  really  have  a  marvelous  opportunity,  it  seems  to  me,  to 
rethink  U.S.  interests,  to  decide  how  much  we  can  afford  to  pro- 
mote those  particular  interests,  and  how  to  allocate  scarce  re- 
sources across  programs — whether  they  are  the  existing  programs 
or  new  programs  proposed  by  the  administration  in  the  next  sev- 
eral weeks. 

U.S.  interests  in  the  developing  world  are  clear,  and  they  are 
spelled  out  on  pages  3  and  4  of  the  testimony. 

The  second  point,  which  I  think  is  very  important  for  your  delib- 
erations, is  to  understand  fully  that  the  development  game  has 
changed.  The  framework  of  development  cooperation  established  in 
the  late  1940's  has  now  been  overtaken  by  events. 

In  the  first  place,  there  has  been  massive  change  in  the  develop- 
ing world.  We  are  about  to  enter  into  a  free  trade  agreement  with 
a  major  Third  World  country  and  a  good  number  of  other  countries 
in  Latin  America.  All  of  Southeast  and  East  Asia  are  either  no 
longer  dependent  upon  foreign  aid  or  should  not  be.  Therefore  the 
real  nature  of  the  development  challenge  then  becomes  trade,  in- 
vestment, and  finance. 

Second,  the  United  States  no  longer  dominates  the  field.  It  used 
to  provide  60  percent  of  all  development  assistance.  It  now  provides 
less  than  20  percent. 

And  there  is  a  whole  host  of  other  new  aid  donors,  most  notably 
Japan,  whose  official  development  will  grow  rapidly  in  the  next  few 
years,  but  also  developing  countries — Mexico,  South  Korea,  Taiwan, 
and  others — are  now  providing  aid. 

The  development  game  has  changed  because  the  development  de- 
bate, as  a  result  of  these  changes,  is  no  longer  dominated  by  the 
United  States  but  rather  by  the  multilateral  development  institu- 
tions— the  World  Bank,  the  Fund,  the  regional  development  banks. 

And  finally,  of  course,  there  is  a  host  of  new  claimants  for  what 
are  now  very  scarce  resources,  whether  they  are  country  claim- 
ants— the  most  notable  is  the  former  Soviet  Union,  as  the  Congress 
and  the  administration  try  and  decide  where  the  additional  money 
is  going  to  come  from  or  they  are  issues  which  include  global 
warming,  AIDS,  narcotics,  migration,  and  a  range  of  other  prob- 
lems. 

And  the  implication,  it  seems  to  me,  for  your  deliberations  is  that 
American  policies,  whatever  they  may  be,  have  to  be  a  great  deal 
more  strategic  than  they  have  been  in  the  past. 


With  our  limited  resources,  we  have  to  seek  to  maximize  the  re- 
sources from  other  countries,  to  set  policy  agendas,  and  to  provide 
leadership  with  those  resources  that  are  available  to  us. 

My  third  point  is  that  the  United  States  badly  needs  what  is 
called  in  the  white  paper,  a  two-track  strategy,  utilizing  what  the 
multilateral  institutions  can  do  best  and  what  bilateral  institutions 
can  do  best. 

And  on  page  6  of  the  testimony,  we  spell  out,  in  a  few  para- 
graphs, the  comparative  advantages  of  multilateral  and  bilateral 
agencies. 

They  are  not  antithetical,  but  a  new  U.S.  strategy  should  look  at 
how  the  two  can  work  together,  and  most  importantly,  not  only 
how  the  United  States  can  use  multilateral  development  banks  to 
promote  its  interests,  but  also  what  our  policy  input  should  be. 

And  it  will  be  very  interesting  to  see  what  the  Clinton  adminis- 
tration comes  up  with  in  terms  of  having  a  development  input  for 
U.S.  positions  at  the  World  Bank  and  the  other  multilateral  devel- 
opment agencies,  which  now  tend,  of  course,  to  be  dominated  by 
Treasury  on  a  financial  basis. 

My  fourth  point  is  that  AID  needs  to  be  replaced.  There  is,  in  a 
remarkable  sense,  almost  universal  agreement  with  this  propo- 
sition. However,  there  is  far  from  universal  agreement  on  what 
should  replace  AID  and  what  the  priorities  of  a  new  institution 
should  be. 

The  white  paper  deals  with  this  issue  in  some  detail  and  de- 
scribes a  new  agency  and  its  functions  and  organization.  And  I 
would  be  happy  to  go  into  that  in  discussion. 

Let  me  say,  however,  that  whatever  new  bilateral  program  is  de- 
veloped, it  should  meet  the  following  criteria: 

It  should  symbolize  a  new  start  by  Congress  and  the  administra- 
tion. It  should  provide  high  visibility  and  strong  advocacy  for  sus- 
tainable development.  It  should  assure  some  degree  of  coherence 
among  the  important  development  actions  of  other  agencies,  most 
notably  Treasury,  Agriculture,  OPIC,  Trade  Representative,  Exim, 
the  Peace  Corps,  et  cetera. 

It  should  ensure  a  consistent  development  perspective  in  Amer- 
ican policies  toward  the  multilateral  institutions.  It  should  draw 
into  the  enterprise,  as  widely  as  possible,  a  roster  of  government 
and  nongovernment  entities  with  the  skills  and  perspectives  need- 
ed in  development  cooperation.  And  it  should  attract  the  very  best 
people  possible. 

My  fifth  and  last  point  is  simply  to  outline  the  issues  in  what 
I  hope  will  be  a  debate  over  the  next  several  months,  engendered 
both  by  your  committee  actions  and  by  the  proposals  of  the  admin- 
istration when  they  emerge.  And  that  debate,  it  seems  to  me, 
should  revolve  around  five  issues. 

First,  what  are  the  new  program  goals?  The  white  paper  sug- 
gests three — addressing  poverty,  sustaining  the  environment,  and 
promoting  open  political  assistance. 

The  second  issue  in  that  debate  has  to  be  allocation  criteria.  I 
think  it  is  safe  to  predict  that  the  foreign  aid  budget  is  not  going 
to  increase  drastically  in  the  next  several  years. 


And,  therefore,  the  key  choice  is  to  what  programs,  countries, 
and  purposes  do  you  allocate  the  money?  Should  it  be  driven  by  for- 
eign policy  concerns  of  the  former  Soviet  Union  or  the  Middle  East? 

Should  it  be  allocated  to  promote  goals  important  to  American  in- 
terests— whether  democracy  or  sustainable  development — or  should 
it  be  focused  on  the  very  poor  low-income  countries?  And,  of  course, 
allocation  criteria  are  particularly  important  given  budgetary 
stringencies. 

The  third  issue  of  that  debate  has  to  revolve  around  the  multilat- 
eral-bilateral balance.  A  major  issue  this  year  is  the  funds  for  and 
authorization  of  our  participation  in  the  World  Bank's  Inter- 
national Development  Association. 

But  there  will  be  other  issues,  most  notably,  implementing  the 
agenda  21  agreements  reached  at  last  year's  Rio  conference  on  the 
environment. 

The  fourth  issue  is  organizational  structure.  Where  should  our 
new  development  agency  by  located?  The  white  paper  points  out 
that  a  revamped  or  replaced  AID  may  well  be  located  closely  within 
the  State  Department,  if  sustainable  development  is  an  important 
criteria  of  the  administration. 

And  the  final  issue  for  debate,  of  course,  has  to  be — it  seems — 
rebuilding  executive  and  congressional  trust.  One  of  the  genuine 
problems  in  the  increasing  rigidity  of  AID  has  been  the  lack  of 
trust  between  the  executive  and  legislative  branch  and  what  is 
being  done  with  the  program  funds. 

And  unless  we  establish  a  new  understanding  between  Congress 
and  the  executive,  the  earmarks,  the  requirements,  the  purposes 
either  will  be  replaced  or  will  once  again  multiply.  And  that  is  one 
of  the  other  challenges  facing  us  in  this  debate. 

I  would  be  happy  to  go  into  these  points  in  discussion  when  you 
are  ready. 

[The  prepared  statement  of  Mr.  Sewell  follows:] 

Prepared  Statement  of  Mr.  Sewell 

I  am  very  pleased  to  be  asked  to  testify  before  this  Subcommittee  as  it  begins  a 
very  important  series  of  hearings  on  how  the  U.S.  foreign  aid  program  should  be 
reformed  to  meet  the  challenges  of  the  1990s. 

My  testimony  today  is  drawn  from  several  sources.  The  first  is  Challenges  and 
Priorities  in  the  1990s:  An  Alternative  U.S.  International  Affairs  Budget,  FY  1993, 
the  most  recent  in  a  series  of  budget  publications  of  the  Overseas  Development 
Council.  The  second  is  Reinventing  Foreign  Aid:  A  White  House  Paper  on  U.S.  Devel- 
opment Cooperation  in  a  New  Democratic  Era,  a  paper  prepared  by  an  Independent 
Group  of  Development  Experts  convened  by  the  Overseas  Development  Council  with 
the  support  of  the  Rockefeller  Foundation.  I  will  be  happy  to  make  both  publications 
available  to  members  of  the  Subcommittee. 

The  views  expressed  here,  however,  are  my  own  and  do  not  necessarily  reflect 
those  of  my  colleagues  at  the  Overseas  Development  Council,  or  its  Board  of  Direc- 
tors. 

THE  CHALLENGES  AND  OPPORTUNITIES  AHEAD 

The  massive  political,  social,  and  economic  changes  of  the  past  few  years  have 
given  rise  to  a  growing  debate  over  America's  role  in  the  post-Cold  War  world.  At 
the  same  time,  however,  issues  much  closer  to  home  are  demanding  attention. 
Americans  are  worried  about  the  economy;  about  government  programs  that  no 
longer  seem  to  work;  about  the  decay,  poverty,  and  drugs  in  inner  cities;  and  about 
lagging  behind  other  nations  in  education,  health  care,  and  the  quality  of  life. 

The  challenge  for  American  policymakers  is  to  forge  a  foreign  policy  that  seizes 
the  opportunity  to  make  the  United  States  stronger  at  home  and  abroad.  The  Unit- 
ed States  cannot  do  everything;  resources  are  scarce,  domestic  needs  are  great,  and 


many  things  are  beyond  its  control.  But  there  is  much  the  United  States  can  do  to 
promote  its  own  interests  and  that  of  the  global  community — and  at  a  mere  fraction 
of  what  was  spent  fighting  the  Cold  War. 

The  Subcommittee  is  to  be  commended  for  addressing  the  issue  of  reform  of  the 
foreign  aid  program.  It  is  important,  however,  to  be  clear  about  the  boundaries  of 
the  discussion  if  it  is  to  be  productive.  The  term  "foreign  aid"  covers  a  multitude 
of  topics.  Sometimes  it  is  used  to  talk  about  overall  American  interests  abroad.  At 
other  times  it  is  used  to  cover  the  total  international  affairs  budget  (i.e.  the  150  ac- 
count), or  just  development  assistance  (i.e.  officially  defined  ODA).  Often  it  is  used 
to  mean  USAID  itself,  the  government  agency  most  identified  with  these  programs 
(despite  the  fact  that  it  controls  only  a  small  portion  of  the  overall  international  af- 
fairs budget). 

I  believe  that  the  challenge  facing  the  Congress  and  the  Administration  goes  far 
beyond  just  restructuring  the  foreign  aid  program  (and  especially  AID  itself).  The 
Congress  has  a  marvelous  opportunity  to  use  the  debates  and  action  on  the  budget 
to  rethink  American  interests  abroad,  to  decide  how  much  we  can  afford  to  promote 
those  interests,  and  how  scarce  resources  can  be  allocated  across  programs  to  pro- 
mote those  interests. 

This  hearing  is  a  welcome  opportunity  to  launch  this  important  debate  on  future 
policies  and  programs.  The  discussions  should  intensify  now  that  the  Administration 
has  submitted  its  budget,  and,  I  understand,  will  submit  its  own  reform  proposals 
in  the  next  few  weeks.  The  budget  provides  an  important  framework  for  debating 
and  deciding  the  conceptual  underpinnings  of  a  post-Cold  War  foreign  policy  and  to 
rethink  domestic  and  international  priorities  in  the  context  of  always  limited  gov- 
ernment resources.  Non-defense  foreign  policy  priorities  are  contained  in  the  section 
of  the  budget  designed  "  *  *  *  to  promote  American  interests  abroad." 

The  question  of  whether  or  not  the  U.S.  Government  is  equipped  to  deal  with 
these  issues  and  promote  these  challenges  is  a  derivative  of  the  debate  over  inter- 
ests and  priorities.  Therefore,  decisions  about  the  design  of  a  new  foreign  aid  pro- 
gram or  indeed  of  ADD  itself  depends  on  the  answers  to  the  prior  questions.  The 
Administration  has  committed  itself  to  making  recommendations  in  that  regard  in 
the  near  future.  The  issues  will  thus  be  joined  in  policy  debate. 

CHANGING  AMERICAN  INTERESTS  IN  DEVELOPMENT 

U.S.  interests  in  the  world,  particularly  in  the  "old"  developing  world  of  Asia,  Afri- 
ca, and  Latin  America,  and  in  the  "new"  developing  world  of  Eastern  Europe  and 
the  former  Soviet  Union,  have  changed.  (A  more  detailed  analysis  of  American  inter- 
ests in  the  developing  world  drawn  from  0|D|C's  Alternative  Budget  is  attached.) 

These  interests  faff  under  four  main  headings.  Each  requires  new  strategies,  and 
in  some  cases,  organizational  innovation. 

They  include: 

1.  Enhancing  America's  Competitive  Position.  Growth  and  development  in 
Asia  and  Latin  America  will  be  a  crucial  component  of  an  international  strategy 
to  expand  American  export  markets.  The  1980s  debt  crisis  cost  the  United 
States  1.7  million  jobs  as  a  result  of  lost  exports.  If  the  developing  countries 
returned  to  growth  rates  approximating  those  of  the  1970s,  U.S.  exports  to 
those  countries  could  be  as  much  as  $30  billion  a  year  higher  within  three 
years,  resulting  in  the  creation  of  as  many  as  600,000  new  U.S.  jobs.  (A  recent 
Commerce  Department  report  shows  that  almost  all  of  the  growth  in  American 
exports  last  year  came  from  sales  to  poor  and  middle  income  developing  coun- 
tries that  grew  more  than  seven  times  faster  than  exports  to  other  developed 
countries!) 

Strategies  to  enhance  U.S.  competitiveness  could  be  enhanced  by  grouping  to- 
gether the  functions  of  STR,  Commerce,  Ex-Im,  OPIC,  and  TDP  with  a  coherent 
overview  provided  by  the  new  NEC-NSC  structure.  (Export  promotion  might 
also  be  enhanced  if  Ex-Im  and  Commerce  took  on  the  task  of  funding  capital 
projects  in  the  better-off  developing  countries.) 

2.  Sustaining  Democratic  Revolutions.  The  beneficial  political  openings  in 
Eastern  Europe,  the  former  Soviet  Union,  Latin  America,  and  Africa  are  fragile. 
Economic  pressure  on  the  new  regimes  are  severe,  and  a  political  backlash 
could  result  if  economic  and  social  improvements  are  too  long  delayed.  New 
ways  of  supporting  democracy  directly,  as  well  as  a  strategic  multilateral  ap- 
proach to  supporting  economic  and  political  reform,  deserve  high  priority. 

Consolidation  and  expansion  of  existing  programs  of  direct  democracy  support 
(particularly  the  new  Democracy  Corps  and  the  Peace  Corps,  as  well  as  the  Na- 
tional Endowment  for  Democracy)  are  essential.  These  programs  are  com- 


plementary  to,  and  should  be  closely  coordinated  with,  a  reformed  development 
program. 

In  addition,  the  Clinton  Administration  needs  to  ensure  that  the  new  focal 
point  for  coordinating  policies  toward  the  former  Soviet  Union — the  Ambaa- 
sador-at-Large  for  New  Independent  States — brings  together  the  knowledge  of 
economic  and  political  reform  derived  from  the  developing-country  experience  of 
the  last  decade  with  the  country  specific  knowledge,  particularly  of  Eastern  Eu- 
rope and  the  former  Soviet  Union.  In  particular,  that  unit  needs  strong  input 
into  the  U.S.  positions  at  the  international  financial  institutions. 

3.  Ensuring  Regional  Peace  and  Conflict  Resolution.  Despite  the  end  of  the 
Cold  War,  the  developing  world  is  not  likely  to  be  a  safer  place  in  the  1990s. 
The  causes  of  instability  and  security,  as  well  as  the  roots  of  tensions  between 
states  in  the  developing  world,  will  remain  potent  forces  for  conflict.  Security 
policies  in  the  old  and  new  developing  worlds  need  to  focus  on  conflict  resolu- 
tion, arms  control,  and  peacekeeping.  Multilateral  efforts  to  support  reconstruc- 
tion and  development  in  regions  where  conflict  is  ending  also  will  be  important. 

Conflict  resolution  and  peacekeeping  are  now  the  main  focus  on  non-military 
international  security  policy.  Arms  control,  regional  diplomacy  and  peacekeep- 
ing need  to  be  linked  together  and  become  the  main  focus  of  the  existing  politi- 
cal-military apparatus. 

4.  Promoting  Sustainable  Development.  The  Independent  Group  of  Develop- 
ment Experts  defined  "sustainable  development"  as"*  *  *  growth  that  brings 
with  it  the  alleviation  of  poverty  and  preservation  of  the  environment  for  suc- 
cessive generations  in  a  context  of  government  accountability  and  social  justice 
consistent  with  the  aspirations  of  all  members  of  a  society."  In  addition,  sus- 
tainable development  can  have  a  further  impact  on  important  issues  such  as 
migration,  drug  production,  and  international  epidemics  (such  as  AIDS).  The 
Clinton  Administration  has  a  major  opportunity  to  take  leadership  on  these  is- 
sues by  refocusing  U.S.  development  programs. 

Promoting  sustainable  development,  however  demands  considerable  organiza- 
tional innovation.  A.I.D.  should  De  radically  restructured  to  become  de  facto  the 
U.S.  "sustainable  development  agency"  and  to  take  account  of  the  changes  that 
have  taken  place  in  development  cooperation. 
Pursuing  these  new  post-Cold  War  objectives  will  require  strong  leadership  and 
commitment,  but  not  necessarily  large  increase  in  direct  development  expenditures. 
For  instance,   negotiating  increased  trade  liberalization  or  diplomatic  efforts  to 
dampen  regional  conflicts  require  a  commitment  of  time  and  energy  and  multilat- 
eral cooperation  in  a  wide  range  of  areas.  But  those  efforts  may  not  involve  massive 
increases  in  U.S.  international  affairs  spending.  (The  0|D|C  publication  Challenges 
and  Priorities  in  the  1990s  suggests  alternative  ways  of  restructuring  the  150  Ac- 
count, and  proposes  funding  new  initiatives  by  ending  Cold  War  and  other  outdated 
programs.  A  summary  is  attached.) 

THE  CHANGING  DEVELOPMENT  GAME 

Most  importantly,  the  situation  of  many  developing  countries  has  changed  and, 
therefore,  development  cooperation  policies  also  neeato  change.  Many  developing 
countries  are  now  important  participants  in  the  international  economy,  and  have 
changed  their  development  strategies  in  ways  that  require  fundamentally  new  forms 
of  development  cooperation.  These  changes  make  trends  and  policies  in  inter- 
national trade,  finance,  and  investment  as  important  a  part  of  a  new  U.S.  develop- 
ment cooperation  strategy  as  foreign  aid,  and  they  increase  the  need  for  a  better 
coordination  of  a  broad  range  of  government  policies. 

In  addition,  foreign  aid  nas  evolved  over  the  past  four  decades  from  a  process 
dominated  by  the  United  States  and  focused  on  war-torn  Europe  to  a  deepening  web 
of  increasing  numbers  of  donors,  recipients,  and  new  global  problems  that  must  be 
dealt  with  in  a  much  more  complex  world. 

Several  changes  have  considerable  import  for  reform  of  U.S.  development  coopera- 
tion policies: 

1.  The  system  is  no  longer  dominated  by  the  United  States.  The  U.S.  now 
supplies  only  16  percent  of  overall  industrial  country  aid,  compared  with  57  per- 
cent in  the  early  1960s.  In  FY  1992,  over  half  of  U.S.  aid  went  to  military  and 
security  programs — supporting  strategic  allies  or  renting  military  bases.  A  good 
deal  oi  U.S.  aid  (41  percent)  was  provided  to  better-off  developing  countries  and 
is  not  focused  on  pressing  development  problems. 

2.  Japan  has  emerged  as  a  major  donor,  surpassing  the  United  States.  Yet 
Japan  is  not  well-equipped  to  lead  in  development  cooperation.  It  has  no  tradi- 
tion of  involvement  in  development  cooperation,  its  aid  bureaucracies  are  frag- 
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mented,  and  it  lacks  the  human  resources  to  manage  large-scale  development 
programs.  While  it  is  making  mammoth  strides  in  assuming  global  responsibil- 
ities, Japan  is  not  likely  to  be  the  dominant  development  leader. 

3.  There  are  now  many  more  aid  providers.  Where  the  aid  business  was  once 
dominated  by  the  United  States,  there  are  now  an  expanding  group  of  donor — 
bilateral  and  multilateral,  public  and  private — extending  beyond  the  OECD 
members.  (Soviet  and  Eastern  European  aid  programs  are  certain  to  diminish 
if  not  disappear  completely.)  By  1986,  for  instance,  external  resources  for  health 
in  the  developing  world  were  being  provided  by  18  OECD  members,  5  multilat- 
eral banks  and  the  EC,  8  Eastern  European  countries,  12  UN  agencies,  9  OPEC 
funds,  at  least  6  advanced  developing  countries,  and  an  estimated  1500  NGOs! 
This  proliferation  of  donors  means  that  outsiders  that  wish  to  influence  the  de- 
velopment agenda  have  to  think  strategically,  seeking  to  leverage  other  donor's 
resources. 

4.  The  development  "debate"  now  is  dominated  by  the  multilateral  institu- 
tions. The  bitter  debates  over  policy  adjustment  and  its  "human  face"  have  af- 
fected decisions  on  stabilization  and  growth  policies  in  almost  all  developing 
countries.  The  World  Development  Reports  have  codified  the  current  state  oT 
thinking  on  development  strategies;  UNDP  plays  a  similar  role  with  the  Human 
Development  Reports.  And  if  was  UNICEF  that  led  the  way  in  what  has  become 
known  as  the  Child  Survival  Revolution. 

5.  Finally,  there  are  a  host  of  new  claimants  and  problems  on  the  policy  agen- 
da. Eastern  Europe,  and  now  the  components  of  the  former  Soviet  Union,  will 
dominate  the  debate  over  resources;  and  new  challenges,  such  as  AIDS,  drugs, 
the  environment,  and  migration,  loom  large  on  the  development  agenda. 

REINVENTING  FOREIGN  AID? 

Both  the  changed  nature  of  American  interests  abroad,  and  the  changes  that  have 
taken  place  in  the  pattern  of  development  cooperation  have  profouna  implications 
for  the  Subcommittee's  discussions.  In  particular,  they  imply  that  the  United  States 
needs  to  be  "smarter" — we  need  to  use  our  always  limited  resources  strategically  to 
set  agendas  and  leverage  support  from  others. 

There  is  now  broad  consensus,  inside  and  outside  government  and  across  party 
lines,  that  U.S.  development  efforts  ought  to  be  fundamentally  restructured  and  fo- 
cused on  the  goal  of  sustainable  development. 

Sustainable  development  will  only  be  possible  if  countries  successfully  make  the 
difficult  transitions  both  to  efficient,  growing  economies  that  fairly  distribute  the 
fruits  of  economic  progress  and  to  democratic  political  and  economic  structures  that 
give  people  a  voice  and,  therefore,  a  stake  in  their  own  future.  U.S.  development 
policies  have  an  important  role  to  play  in  both  transitions. 

The  United  States  now  has  an  unparalleled  opportunity  to  take  leadership  in  pro- 
moting these  goals.  Fortunately,  it  does  not  have  to  bear  the  full  burden.  There  are 
many  more  development  agencies  and  donors,  and  the  developing  countries  them- 
selves have  developed  considerable  competencies. 

MANAGING  A  TWO-TRACK  STRATEGY 

Both  multilateral  and  bilateral  institutions  are  crucial  instruments  of  develop- 
ment cooperation.  The  United  States  needs  to  craft  a  coherent  development  coopera- 
tion strategy  based  on  what  each  can  do  best. 

The  multilateral  development  institutions,  which  are  able  to  leverage  substantial 
resources,  are  now  among  the  most  influential  development  agencies.  They  have 
strengths  in  three  areas:  1)  support  for  macroeconomic  policy  reforms  that  underpin 
economic  growth  and  that  require  high-level,  technical  policy  advice,  and  large-scale 
balance  of  payments  funding;  2)  financial  leadership  and  coordination  in  complex 
sectoral  programs  that  involve  a  combination  of  policy  reform,  institutional  change, 
and  financial  support:  and  3)  large-scale  investments  in  areas  such  as  telecommuni- 
cations and  transportation. 

Although  the  multilateral  development  institutions  have  the  capacity  to  provide 
this  support,  they  need  to  adapt  their  policies  to  meet  the  new  challenges — most  no- 
tably in  promoting  environmental  sustai natality,  reducing  military  expenditures, 
and  renewing  the  attack  on  poverty.  In  addition,  they  need  to  involve  more  local 
participation  in  project  selection  and  implementation,  adopt  more  open  operating 
procedures  that  would  make  such  participation  possible,  and  ensure  that  benefits 
of  projects  are  more  equitably  distributed. 

Bilateral  agencies  are  more  capable  than  the  multilateral  development  banks  of 
engaging  in  activities  that  entail  day-to-day  involvement  with  governments  and  non- 
governmental organizations,  whether  non-profit  or  profit-making. 


Bilaterals  can  engage  in  activities  that  are  smaller  in  scale,  that  involve  a  mul- 
tiplicity of  actors  within  given  societies,  and  that  provide  opportunities  for  experi- 
mentation with  new  approaches  and  methods.  For  instance,  they  are  better  at  work- 
ing with  nongovernmental  organizations  than  the  multilateral  banks.  The  bilaterals 
are  also  much  more  adept  at  providing  technical  assistance  and  training.  And  donor 
countries,  including  the  United  States,  continue  to  have  country  and  regional  inter- 
ests that  can  not  be  fully  addressed  by  the  multilateral  institutions. 

There  is  good  reason,  in  other  words,  for  the  United  States  to  maintain  a  two- 
track  development  cooperation  strategy.  But  the  same  set  of  program  priorities  will 
need  to  govern  U.S.  policies  and  activities  at  both  a  bilateral  and  multilateral  level 
if  the  goal  of  sustainable  development  is  to  be  advanced  effectively.  And  it  follows 
logically  that  the  agency  responsible  for  managing  U.S.  bilateral  development  co- 
operation programs  also  represent  the  United  States  in  the  multilateral  develop- 
ment banks  and  in  United  Nations  and  other  multilateral  development  institutions. 

HAS  AID  OUTLIVED  ITS  TIME? 

No  programs  in  the  budget  are  more  in  need  of  change  than  those  designed  to 
promote  sustainable  development  in  specific  countries.  Bilateral  aid  needs  to  be  re- 
designed to  meet  common  global  challenges  more  effectively. 

Bilateral  development  agencies  of  many  nations,  including  the  United  States,  will 
continue  to  make  substantial  and  in  many  cases  unique  contributions  to  promoting 
sustainable  development.  The  diversity  of  a  wide  range  of  bilateral  programs  offers 
the  opportunity  to  experiment  and  find  the  best  methods  to  deal  with  problems  of 
common  concern.  The  United  States,  with  expertise  developed  over  the  years,  has 
distinct  comparative  advantages  around  which  it  should  build  a  transformed  bilat- 
eral assistance  effort. 

While  bilateral  assistance  programs  remain  important,  many  in  Congress  and  the 
development  community  are  concerned  that  USAID  is  inadequate  to  meet  today's 
challenges. 

The  agency  still  has  certain  strengths — a  solid  cadre  of  professionals,  a  valuable 
field  organization,  and  some  substantive  strengths.  However,  USAID  is  dominated 
by  short-term  concerns  rather  than  long-term  planning,  its  staff  is  demoralized,  and 
it  has  only  a  minor  voice  in  setting  U.S.  development  policy  priorities.  In  addition, 
the  agency  is  hobbled  by  too  much  specific  congressional  direction  on  how  and  where 
to  use  its  funds.  It  will  nave  difficulty  regaining  its  former  stature. 

A  new  bilateral  program  of  cooperation  for  sustainable  development  should  meet 
the  following  criteria: 

•  symbolize  a  new  start  by  Congress  and  the  administration; 

•  provide  high  visibility  and  strong  advocacy  for  sustainable  development; 

•  assure  coherence  in  the  developmentally  consequential  actions  of  Treasury,  Ag- 
riculture, HHS,  State,  OPIC,  USTR,  EX-IM,  Peace  Corps,  EPA,  Interior,  Com- 
merce, and  other  agencies  with  international  roles; 

•  ensure  a  consistent  development  perspective  in  U.S.  policy  toward  the  multilat- 
eral institutions; 

•  draw  into  the  development  enterprise  as  widely  as  possible  a  roster  of  govern- 
ment and  nongovernmental  entities  with  relevant  skills  and  perspectives; 

•  attract  first-rate  people; 

To  meet  these  criteria,  change  in  organization  and  structure  is  required,  not  the 
least  to  give  the  new  development  cooperation  program  the  characteristics  of  part- 
nership, flexibility,  innovation,  and  effectiveness. 

Reinventing  Foreign  Aid  suggests  organizational  innovation  at  both  the  White 
House  and  Department  levels. 

AT  THE  WHITE  HOUSE  LEVEL 

The  Independent  Group  of  Experts  recognized  a  truth  confirmed  by  much  experi- 
ence; neither  the  development  cooperation  agency  itself,  nor  the  State  Department, 
nor  any  other  cabinet  department  can  impose  coherence  or  coordination;  only  an  en- 
tity that  speaks  for  the  President  can. 

The  report  recommends  the  establishment  of  a  Development  Coordination  Group 
in  the  Office  of  the  President  (presumably  as  part  of  the  new  NSC-NEC  structure) 
to  establish  overall  policy  coherence  in  a  particularly  effective  way  and  to  help  meet 
other  important  objectives  at  the  same  time. 

This  group,  which  would  be  charged  with  the  coordination  function,  would  be  com- 
posed of  Under  Secretary  level  officials  from  State,  Treasury,  EPA,  and  Agriculture; 
the  deputy  director  of  OMB,  the  director  of  the  development  cooperation  agency,  and 
the  chief  of  the  National  Economic  Council.  Other  officials  would  be  invited  to  par- 
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ticular  meetings  as  appropriate.  The  Group  would  be  staffed  by  both  development 
cooperation  agency  and  NSC/NEC  personnel. 

AT  THE  DEPARTMENTAL  LEVEL 

The  Group  recommended  replacing  AID  with  a  new  Sustainable  Development  Co- 
operation Agency  to  perform  the  following  functions: 

•  understand  the  full  range  of  developmental  needs  and  formulate  U.S.  develop- 
ment cooperation  policy  accordingly; 

•  give  leadership  in  the  development  community  including  the  multilateral  insti- 
tutions, UN  development  agencies,  and  other  bilateral  donors; 

•  effectively  staff  the  interagency  coordination  process; 

•  provide  full-time  visibility  and  advocacy  for  development  cooperation; 

•  fund,  oversee,  and  monitor  all  U.S.-sponsored  development  efforts  in  the  field; 

•  evaluate  progress,  synthesize  the  lessons  of  experience,  and  bring  that  learning 
to  bear  on  future  policy  and  operations. 

The  new  Agency  would  be  responsible  for  bringing  together  outstanding  talent  on 
development  issues;  recognize  the  importance  of  ideas  and  the  necessity  of  coherent 
strategies;  and  gather  together  expertise  to  influence  multilateral  bodies,  shape  an 
integrated  development  cooperation  program,  and  conduct  policy  dialogues  and  inno- 
vative initiatives  with  developing  countries.  It  would  be  responsible  for  representing 
the  United  States  at  the  multilateral  development  banks,  as  well  as  at  United  Na- 
tions and  other  multilateral  development  agencies.  (This  would  require  the  transfer 
of  these  responsibilities  from  Treasury  and  State — a  matter  that  should  be  clarified 
early  with  the  incoming  Secretaries.)  The  policy  unit  would  also  be  responsible, 
along  with  the  relevant  Executive  Office  body,  for  staffing  the  Development  Coordi- 
nation Group. 

Operationally,  the  SDCA  would  function  in  a  much  more  flexible  manner  than  ex- 
isting USAID  bureaus,  with  the  latitude  to  support  both  large-scale  efforts,  and  the 
smaller-scale  projects  that  are  so  essential  to  sustainable  development.  It  would  be 
open  to  all  bidders  and  would  seek  to  involve  both  for-profit  and  nonprofit  agencies 
in  this  country  and  abroad.  It  would  also  be  freed  from  short-term  foreign  policy 
concerns  and  the  encumbrance  of  unnecessary  regulations  and  congressional 
micromanagement. 

The  SDCA  staff  would  design  programs  and  channel  resources  on  a  competitive 
basis  to  institutions  and  programs  best  able  to  implement  those  programs.  These 
could  include  U.S.  government  agencies,  multilateral  institutions,  private  voluntary 
and  nongovernmental  institutions  in  this  country  and  abroad,  universities,  and  co- 
operatives among  others.  The  Program  Operations  Division  would  operate,  in  other 
words,  more  like  a  foundation  than  the  existing  USAIDs  bureaus. 

Two  other  functions  of  the  SDCA  would  be  particularly  important.  It  would: 

•  Strengthen  the  work  of  the  United  States  and  particularly  indigenous,  non- 
governmental organizations. 

These  organizations  have  become  increasingly  important  and  innovative  de- 
velopment agencies,  and  they  are  part  of  the  fabric  of  organizational  pluralism 
that  encourages  more  participatory  political  systems. 

•  Tap  for  development  programs  the  expertise  of  domestic  agencies. 

Agencies  whose  primary  mission  is  not  foreign  assistance — EPA,  HHS,  USDA, 
DOE,  and  others — have  important  relevant  functional  skills;  using  them  well  re- 
quires that  the  development  cooperation  agency  have  in-house  knowledge  and 
aptitude  to  deal  effectively  with  professionals  in  the  substantive  fields.  The  Di- 
vision could  be  organized  with  functional  or  geographic  emphasis. 

•  Strengthen  the  capacities  of  the  developing  countries  to  design,  adapt,  and  use 
the  latest  technology  for  development  needs. 

The  Agency  willneed  to  tap  the  resources  available  for  development  coopera- 
tion to  be  found  in  the  U.S.  private  sector  and  universities,  research  centers, 
and  volunteer  organizations;  and  to  give  priority  to  technological  issues  that  cut 
across  regions  and  sectors. 

•  Develop  and  coordinate  U.S.  policies  to  facilitate  the  economic  and  political  tran- 
sitions in  Eastern  Europe  and  the  new  states  of  the  former  Soviet  Union. 

Working  closely  with  the  Departments  of  State  and  Treasury,  it  also  would 
be  responsible  for  monitoring  the  activities  of  the  multilateral  agencies  in  these 
countries,  and  for  coordination  with  other  donors.  Its  program  would  focus  pri- 
marily on  the  establishment  and  strengthening  of  market-related  institutions 
through  providing  technical  assistance,  policy  advice,  and  financial  support.  An 
operational  field  program  with  staff  resident  in  these  countries  would  be  essen- 
tial in  developing  the  relationships  and  understanding  of  local  conditions  and 
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problems  necessary  to  the  formulation  and  implementation  of  an  effective  strat- 
egy of  international  support. 

Organizing  the  Division  functionally  would  emphasize  the  focus  on  longer-term  is- 
sues of  development  where  the  United  States  can  bring  to  bear  unusually  strong  in- 
stitutional and  human  resources.  It  would  also  reinforce  the  Agency's  independence 
from  short-term  exigencies  of  foreign  policy  that  currently  result  in  frequent  and  ab- 
rupt changes  in  program  direction  and  emphasis.  Finally,  if  the  new  Agency  is  to 
exercise  strong  oversight  over  U.S.  participation  in  the  multilateral  development  in- 
stitutions, it  must  be  staffed  by  credible,  first-rate  development  experts  who  are  able 
to  hold  their  own  with  those  who  make  or  shape  policy  in  these  international  insti- 
tutions. 

The  priority  objectives  of  the  new  development  cooperation  program  require  that 
host  country  policy  be  affected.  This  means  that  the  operations  staff  must  under- 
stand the  power  structure  and  political  dynamics  of  each  country  in  which  the  Agen- 
cy operates  and  must  see  how  to  link  its  own  work  to  other  U.S.  policies  and  inter- 
nationally supported  initiatives  that  affect  development  in  a  particular  country.  It 
is  unlikely  to  do  that  without  a  strong  geographic  orientation. 

Program  offices  in  the  field  would  be  staffed  according  to  specific  country  condi- 
tions and  may  in  many  cases  look  quite  different  from  present  USAID  missions. 

•  They  would  not  necessarily  be  present  in  every  country. 

•  In  more  advanced  countries,  where  the  United  States  decides  to  work  on  a  par- 
ticular global  problem  such  as  AIDS  research,  the  staff  could  be  very  small; 
whereas  in  offices  in  poorer  countries  in  which  the  agency  is  deeply  involved, 
the  staff  might  be  measurably  larger. 

•  The  offices  should  be  staffed  by  those  with  years  of  experience  in  administering 
development  programs  overseas,  including  designing  appropriate  strategies,  ne- 
gotiating agreements,  monitoring  projects,  and  maintaining  effective  working 
relationships  with  host  country  officials  and  organizations. 

THE  UPCOMING  DEBATE 

The  Administration  expected  proposals  for  reform  of  the  foreign  aid  program 
hopefully  will  open  a  serious  debate  about  U.S.  interests  in  development  and  devel- 
opment cooperation  that  will  take  place  over  the  coming  months.  It  may  be  useful 
therefore  to  lay  out  some  of  the  issues  around  which  that  debate  should  take  place. 

They  include: 

1.  New  Program  Goals:  There  is  widespread  agreement  that  the  bilateral  aid 
mandate  should  be  more  focussed  and  less  diffuse.  There  are  however  differing 
schools  of  thought  about  what  that  focus  should  be.  Many,  particularly  in  the 
non-governmental  community  and  in  Congress,  favor  a  focus  on  sustainable  de- 
velopment, encompassing  alleviation  of  poverty,  protecting  the  physical  environ- 
ment, and  fostering  political  participation.  Others,  including  business  and  a 
small  group  of  members,  endorse  the  direct  promotion  of  American  economic  in- 
terests through  capital  projects  and  tied  aid.  A  third  school  endorses  promotion 
of  democracy  as  the  central  focus  of  the  aid  program. 

2.  Allocation  Criteria:  There  are  at  least  three  strong  views  on  how  available 
funds  should  be  allocated.  Some  feel  that  allocations  should  be  driven  by  foreign 
policy  interests  in  particular  countries  or  regimes,  notably  in  the  Middle  East 
or  the  former  Soviet  Union.  Others  feel  that  funds  should  be  allocated  to  pro- 
mote goals  important  to  American  interests,  whether  democracy  or  sustainable 
development.  Country  choice  would  be  driven  by  those  goals.  Finally,  a  third 
group  favors  focussing  aid  on  the  poorest,  low  income  countries. 

Allocation  choices  become  critical  in  fight  of  severe  budget  stringencies.  For 
instance,  concern  about  peace  in  the  Middle  East  and  transition  in  the  former 
Soviet  Union  run  the  risk  of  draining  a  large  proportion  of  available  funds. 

3.  Multilateral-Bilateral  Balance:  A  decade  ago  there  was  great  skepticism 
about  the  multilateral  agencies.  Now,  however,  there  is  general  agreement  on 
the  need  for  a  closer  linkage  between  multilateral  and  bilateral  aid  programs 
and  policies.  This  issue  will  be  important  as  the  claims  on  bilateral  funds  grow, 
and  as  multilateral  opportunities  emerge,  particularly  in  funding  the  World 
Bank's  IDA,  implementing  the  Agenda  21  agreements  reached  at  last  year's 
UNCED  conference,  and  as  the  U.S.  seeks  to  restore  its  leadership  at  the  Unit- 
ed Nations.  There  is  less  agreement  however  on  an  active  role  for  ADD  (or  its 
successor)  in  U.S.  policies  towards  the  multilateral  institutions. 

4.  Organizational  Structure:  The  disagreement  over  the  location  of  the  bilat- 
eral aid  program  have  as  much  to  do  with  the  future  direction  of  American  for- 

policy  and  the  role  of  the  State  Department  as  they  do  with  the  operations 
the  program  itself.  Those  who  believe  foreign  policy  decisions  should  drive  aid 
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programs  believe  AID  should  remain  dominated  by  State:  others  would  accept 
this  only  if  they  believe  that  the  Department  has  the  commitment  and  ability 
to  take  leadership  on  the  new  global  issues.  If  it  does  not,  they  would  prefer 
to  have  the  development  program  become  as  independent  of  the  State  Depart- 
ment as  possible. 

5.  Executive-Congressional  Relations:  Some  restoration  of  trust  between  Con- 
gress and  the  Executive  will  be  necessary  if  programs  of  development  coopera- 
tion are  to  be  made  more  efficient  while  at  the  same  time  ensuring  that  pro- 
gram implementation  reflects  congressional  intent.  There  is  little  discussion  and 
no  seeming  agreement  on  how  that  can  be  achieved.  It  is  difficult  for  an  out- 
sider to  make  suggestions  on  this  issue,  but  I  hope  that  Administration  officials 
are  in  close  discussions  with  key  Congressional  leaders  such  as  the  members 
of  this  Subcommittee. 

DECISIONMAKER'S  SUMMARY 

Challenges  and  Priorities  in  the  1990s:  An  Alternative  U.S.  International  Affairs 

Budget,  FY  1993 

The  massive  political  and  economic  changes  that  have  occurred  over  the  last  few 
years  in  the  world  give  decisionmakers  an  unprecedented  opportunity  to  rethink  and 
reorganize  U.S.  federal  budget  priorities  in  the  field  of  international  affairs.  In  the 
1990s,  however,  marginal  changes  in  existing  programs  are  no  longer  adequate.  In- 
stead, the  entire  conceptual  basis  of  the  U.S.  international  affairs  budget  needs  to 
be  recast  into  programs  that  reflect  the  new  global  interests  of  the  United  States 
in  the  post-Cold  War  period. 

In  the  past  decade,  the  preoccupation  with  confronting  communism  abroad  was 
paralleled  by  a  neglect  of  problems  here  at  home.  Although  domestic  issues  now  de- 
serve priority,  the  United  States  cannot  ignore  the  world  beyond  its  shores,  which 
in  many  cases  has  a  growing  impact  on  U.S.  problems.  In  fact,  many  of  the  most 
pressing  challenges  confronting  the  U.S.-unemployment,  trade  deficits,  environ- 
mental degradation,  immigration,  illegal  drugs — require  active  engagement  by  the 
U.S.  in  international  affairs. 

The  Overseas  Development  Council's  second  annual  Alternative  International  Af- 
fairs Budget — Challenges  and  Priorities  in  the  1990s — recommends  a  comprehensive 
reevaluation  of  the  foreign  affairs  budget.  The  authors  assert  that  despite  budgetary 
pressures,  the  U.S.  can  afford  to  address  its  interests  at  home  and  abroad.  They 
argue  that: 

•  global  economic  growth  is  essential  to  future  United  States  prosperity; 

•  the  U.S.  should  take  the  lead  in  addressing  common  global  problems; 

•  sustainable  development  should  be  the  focus  of  bilateral  cooperation;  and 

•  national  security  will  be  best  preserved  through  conflict  resolution  and  regional 
reconstruction. 

Congress  and  the  executive  branch  will  need  to  make  tough  choices,  however,  and 
develop  innovative  but  practical  proposals  of  the  kind  contained  in  the  Alternative 
Budget.  The  Alternative  Budget  demonstrates  that  by  eliminating  or  reducing  out- 
dated Cold  War  programs,  $25.3  billion  in  savings  can  be  achieved  over  a  five-year 
period.  It  further  proposes  how  these  savings  could  be  used  to  promote  America's 
emerging  international  interests,  while  adhering  strictly  to  congressionally  man- 
dated budgetary  ceilings. 

The  authors  also  suggest  that  a  substantial  "peace  dividend"  of  between  $100  bil- 
lion and  $250  billion  can  be  achieved  without  compromising  U.S.  security.  These 
funds  should  be  devoted  almost  exclusively  to  dealing  with  pressing  domestic  prob- 
lems, including  deficit  reduction. 

Summary  of  Budgetary  Recommendations 

I.    Budget  Savings:  Over  $25  billion  can  be  saved  over  the  next  five  years. 

Five  Year  Savings 

End  aid  to  NATO  countries  for  base  rights  "rent"  payments  Over  $3.5  billion 

Phase  out  Foreign  Military  Financing  and  transfer  remaining  programs 

(mostly  for  Israel  and  Egypt)  to  the  defense  budget  17.5  billion 

End  broadcasting  services  aimed  at  Eastern  Europe  1.2  billion 

Reduce  funding  to  the   U.S.  Agency  for  International  Development  and 

transfer  savings  to  a  new,  competitive  fund  (see  below)  3.1  billion 

Total  $25.3  billion 
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Summary  of  Budgetary  Recommendations — Continued 

II.     New  Budget  Framework:  The  International  Affairs  Accounts  should  be  recast  into  Tour 
broad  program  areas;  each  will  help  promote  U.S.  security,  prosperity,  and  values. 

Promoting  Growth  in  an  Open  World  Economy: 

•  expand  export  credits  by  nearly  $2  billion  to  support  U.S.  exports  and  create  jobs. 

•  expand  funding  for  official  debt  relief  by  $2.1  billion  to  help  recreate  some  of  the  1.7 
million  American  jobs  lost  due  to  the  developing  country  debt  crisis. 

Facilitating  Conflict  Resolution  and  Regional  Reconstruction: 

•  establish  a  Multilateral  Reconstruction  Fund  for  areas  emerging  from  conflicts;  an 
annual  U.S.  contribution  of  $0.2  billion  would  leverage  additional  donor  funds. 

•  create  a  separate  Middle  East  Peace  Account  to  highlight  ongoing  peace  efforts,  using 
the  $5.1  billion  presently  earmarked  annually  for  Israel  and  Egypt. 

•  increase  refugee  assistance  by  $0.1  billion  to  assist  growing  refugee  populations. 

•  increase  funds  for  U.N.  peacekeeping  to  $0.5  billion  to  support  conflict  resolution. 

Expanding  Multilateral  Cooperation  for  Economic  Development: 

•  approve  the  International  Monetary  Fund  quota  increase. 

•  fully  fund  existing  commitments  to  The  World  Bank. 

•  increase  U.S.  support  for  the  International  Development  Association  by  $0.2  billion 
per  year  to  help  poor  countries  confront  poverty  and  environmental  degradation. 

Transforming  Bilateral  Cooperation  for  Sustainable  Development: 

•  create  a  Sustainable  Development  Fund  (SDF)  with  initial  funding  of  $2  billion  an- 
nually, to  replace  USAID  as  the  primary  source  of  U.S.  assistance,  and  introduce  badly 
needed  competition  into  the  U.S.  bilateral  aid  program. 

Senator  Sarbanes.  Thank  you  very  much,  John. 
Dr.  Brown. 

STATEMENT  OF  DR.  JANET  WELSH  BROWN,  SENIOR 
ASSOCIATE,  WORLD  RESOURCES  INSTITUTE 

Dr.  Brown.  Thank  you,  Senator. 

I  am  very  pleased  that  you  are  holding  these  hearings.  It  is  my 
hope  that  in  the  rest  of  this  decade,  Congress  and  the  administra- 
tion will  focus  much  more  on  increasing  the  amount  of  foreign  pol- 
icy attention  on  the  developing  countries. 

Though  we  read,  for  the  most  part,  in  the  daily  newspapers 
about  a  relatively  small,  but  very  important  collection  of  coun- 
tries— Europe,  the  former  Soviet  Union,  and  Japan — it  is  in  the  de- 
veloping countries  that  80  percent  of  the  people  in  the  world  live. 
It  is  in  those  countries  where  we  face  some  of  the  most  severe  on- 
going problems  in  the  world,  and  some  of  the  greatest  promise. 

And  it  is  in  the  U.S.  interest,  I  believe,  to  give  more  attention 
to  these  problems  and  to  head  some  of  them  off  before  they  cost  us 
a  lot  of  money,  as  in  Somalia  and  other  places,  where  cleaning  up 
a  mess  afterward  turns  out  to  be  lots  more  expensive  than  doing 
things  properly  in  the  first  place. 

I  particularly  welcome  your  interest  in  possible  new  directions  in 
our  foreign  assistance  program.  It  has  been  much  maligned  and 
criticized  recently. 

It  is,  as  John  says,  not  the  only  part  of  the  foreign  policy,  which 
is  very  important  with  respect  to  the  developing  countries,  but  AID 
is,  and  I  believe  should  be,  the  key  agency  guiding  our  relation- 
ships with  those  countries. 

Now,  I,  also,  am  hoping  for  a  new  agency  to  replace  AID.  A  sus- 
tainable development  agency.  I  want  not  just  a  refurbished,  pol- 
ished-up  agency  with  a  new  name,  but  an  agency  with  a  new  mis- 
sion, a  new  organization,  and  some  new  staff.  And  I  probably  would 
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go  further  than  some  of  the  people  at  this  table  or  some  of  my 
friends  and  colleagues  in  the  nongovernmental  organizations,  as  to 
how  far  those  changes  should  go. 

In  my  written  testimony,  I  have  made  three  basic  points.  And  I 
will  just  deal  with  those  very  briefly. 

First  of  all,  I  would  put  much  more  emphasis  on  the  environ- 
mental rationale  and  the  environmental  program  focus  in  the  new 
agency.  I  would  make  the  environmental  focus  much  more  explicit 
and  much  more  prominent.  I  would  so,  first  of  all,  because  the  envi- 
ronmental problems  are  absolutely,  intricately  connected  with  eco- 
nomic progress  or  lack  of  it  in  those  countries.  And  because  the  se- 
riousness of  the  environmental  degradation,  both  urban  and  rural, 
in  the  developing  countries  actually  endangers  the  hopes  for  real 
development  in  those  countries. 

Second,  I  would  put  more  emphasis  on  the  environmental,  be- 
cause I  believe  that  it  is  the  way  in  which  we  can  engender  a  new 
and  fresh  support  for  U.S.  development  assistance  for  developing 
countries  amongst  the  American  public,  who  clearly  do  care  about 
global  environmental  problems  and  understand  the  connections  be- 
tween our  national  interests  and  the  interests  of  developing  coun- 
tries in  facing  those  issues  together. 

The  second  point  that  I  want  to  make  is  that  because  of  the  task 
of  redirecting  any  economy  along  more  sustainable  lines  is  a  com- 
plicated and  difficult  path,  and  because  it  is  a  path  which  is  going 
to  be  slightly  different  in  each  country.  The  new  sustainable  devel- 
opment agency  has  got  to  be  able  to  offer  technical  assistance  and 
policy  advice  in  a  wide  variety  of  circumstances  in  many  different 
areas  of  the  world — in  countries  that  are  at  very  different  stages 
of  development  and  in  highly  urbanized  and  industrialized  coun- 
tries, as  well  as  in  poorer  countries  that  are  still  very  largely  rural. 

And  the  third  point  that  I  would  make  is  that  because  this  sus- 
tainable development  task  is  complex  and  broad,  we  need  a  new 
agency,  which  is  a  strong  one,  with  broad  responsibilities,  a  very 
different  kind  of  organization,  along  functional  lines,  and  staffed  in 
a  way  that  makes  it  capable  of  dealing  with  these  highly  technical 
problems. 

It  is  not  sensible,  in  my  opinion,  to  think  that  we  can  simplify 
this  agency  or  that  we  can  parse  out  its  responsibilities  around  the 
rest  of  the  Federal  Government  and  still  have  it  lead  on  sustain- 
able development  or  provide  the  necessary  coordination  within  the 
Government  of  our  international  assistance  programs. 

Now,  let  me  just  enlarge,  very  briefly,  on  these  three  points. 
First  of  all,  it  is  commonly  said  in  Washington  and  in  the  develop- 
ment countries  as  well  that  the  developing  countries  cannot  afford 
environmental  protection,  that  they  need  to  concentrate  on  develop- 
ment. 

And  I  would  assert,  as  strongly  as  possible,  that  no  country,  and 
least  of  all  the  poor  countries  of  the  world,  can  afford  not  to  pursue 
environmentally  conscious  development.  Environmental  problems, 
both  rural  and  urban,  are  intimately  connected  with  economic 
progress. 

And  environmental  degradation,  when  it  is  allowed  to  go  on  as 
it  has  in  so  many  of  these  countries,  is  very,  very  costly  and  de- 
tracts from  development,  both  in  human  terms,  where  illness  takes 
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its  toll,  and  in  economic  terms.  Now,  we  can  give  many,  many  ex- 
amples of  the  latter,  where  soil  loss  has  gone  to  such  an  extent  that 
it  impedes  the  ability  to  raise  food  adequate  for  the  populations; 
where  expensive  dams  to  provide  hydroelectricity  and  irrigation  get 
silted  up  in  one-fourth  of  their  expected  lifetime  making  them  very 
expensive  problems;  where  population  outgrows  the  ability  of  any 
government  to  meet  the  basic  human  needs. 

We  have  learned  a  lot  of  lessons  about  the  costs  of  environmental 
degradation  in  this  country  and  in  other  countries,  and  no  country 
can  afford  to  let  it  go  on.  Governments  have  to  deal  with  the  pov- 
erty and  the  environmental  and  the  population  issues  altogether. 
And  that  should  be  the  function  and  the  mission  of  our  new  sus- 
tainable development  agency,  as  well. 

Now,  what  it  means  is  that,  of  course,  any  development  agency 
in  the  United  States  or  any  one  of  the  multilateral  development 
agencies  or  the  banks — and  my  comments  with  respect  to  the  im- 
portance of  the  environmental  and  economic  issues  in  these,  ap- 
plies to  those  agencies,  as  well  as  to  a  bilateral  agency — have  got 
to  do  things  quite  differently.  They  have  got  to  be  able  to  work  on 
the  grassroots  level  with  very,  very  small  grants  to  communities 
and  nongovernmental  organizations,  and  they  have  got  to  be  able 
to  advise  countries  on  macroeconomic  policies.  I  am  not  one  that 
believes  there  is  a  neat  division  and  that  the  multilateral  banks — 
the  IMF  and  the  World  Bank — should  be  allowed  to  just  handle  all 
of  the  structural  adjustment  and  stabilization  issues.  They  have 
not  done  a  very  good  job  of  it.  It  has  been  documented  in  many 
ways  that,  in  fact,  they  have  created,  in  some  countries,  extremes 
of  poverty  and  worse  environmental  degradation.  And  so  I  believe 
that  our  own  agencies  should  have  the  capability  to  help  countries 
think  through  their  needs,  in  terms  of  changing  their  own  economic 
policies  which  affect  the  directions  of  their  development. 

We  also  need  to  be  involved  in  technological  development  and 
transfer  in  cooperation  with  developing  countries  to  correct  the 
very  severe  industrial  pollution  problems  which  they  face.  Now, 
this  means  that  we  will  have  to  do  things  in  a  different  way.  And 
it  does  not  mean  that  you  can  simplify  the  mission  of  this  agency 
at  all.  Sustainable  development  requires  lots  of  attacks  on  different 
levels  and  in  different  sectors.  And  the  agency  must  be  able  to  deal 
with  them. 

I  do  not  want  to  get  into  an  argument  about  what  sustainable 
development  is.  It  is  different  in  every  country,  but  I  think  there 
are  two  tests  that  you  can  hold  up  any  project  or  program  to.  And 
one  is  to  ask:  Does  this  project,  program,  or  grant  really  improve 
the  status  of  the  poor  in  the  country  where  it  is  being  conducted 
and  does  it  make  them  more  self-reliant?  And  the  second  test  is: 
Does  this  program  or  this  project  help  assure  that  the  natural  sys- 
tems on  which  all  life  depends  will  be  used  as  efficiently  as  pos- 
sible? 

Sustainable  development  means  that  the  priorities  of  the  agency 
will  be  different,  that  most  of  the  resources  will  go  to  those  coun- 
tries where  poverty  and  environmental  degradation  come  to- 
gether— to  the  African  countries,  and  the  poorest  countries  and  the 
other  continents,  as  well. 
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And  that  means  that  we  will  work  with  governments — not  every 
government,  but  governments  who  have,  themselves,  declared  that 
their  intentions  are  to  move  to  much  more  sustainable  paths  of  de- 
velopment. 

I  do  not  think  that  we  should  fund  repressive  governments  or 
governments  that  are  corrupt  or  governments  that  spend  more 
than  50  percent  of  their  budgets  on  support  of  their  armed  forces. 
So  there  will  be  a  different  sent  of  priorities  and  the  money  will 
go  in  different  directions  than  it  has  in  the  past. 

Now,  if  you  are  setting  out  to  undertake  a  task  as  complex  as 
this,  you  cannot  simplify  the  agency.  In  fact,  it  is  a  big  job,  and  it 
is  going  to  require  a  strong  new  agency.  The  issues  of  economy  and 
environment  are  interdependent,  as  are  the  issues  of  democracy  of 
popular  participation  and  human  rights. 

If  this  agency  is  to  be  the  lead  agency  in  the  United  States  in 
dealing  with  the  developing  countries  and  their  problems,  then  it 
must,  in  fact,  be  well-equipped  to  do  so. 

There  are  places  in  the  budget  where  money  can  be  saved.  There 
are  programs  that  should  not  be  continued,  but  over  time,  we 
should  expect  this  agency  to  grow  and  that  our  investment  in  these 
countries  should  be  greater  still.  It  must  be  a  problem-solving 
agency.  And  it  must  be  staffed  to  solve  those  problems. 

One  of  the  difficulties  of  AID  in  recent  years  is  it  has  been  un- 
able to  attract  and  keep  the  kind  of  expertise  that  it  needs  to  work 
on  these  programs.  And  that  kind  of  staffing  is  extremely  impor- 
tant in  the  new  agency. 

I  would  be  glad  to  go  into  detail  on  any  of  these  issues  in  the 
question  period.  Thank  you. 

[The  prepared  statement  of  Dr.  Brown  follows:] 

Prepared  Statement  of  Dr.  Brown 
u.s.  foreign  aid  priorities  and  programs 

I  am  Janet  Welsh  Brown,  Senior  Associate,  at  the  World  Resources  Institute 
(WRI).  The  Institute  is  a  policy  research  center  created  10  years  ago  to  help  govern- 
ments, international  organizations,  and  private  business  address  a  fundamental 
question:  How  can  societies  meet  basic  human  needs  and  nurture  economic  growth 
without  undermining  the  natural  resources  and  environmental  integrity  on  which 
life,  economic  vitality,  and  international  security  depend?  At  WRI,  I  do  policy  re- 
search on  the  connection  between  U.S.  interests — both  economic  and  security  inter- 
ests^— and  global  resources,  environment  and  population  issues. 

I  share  the  concern  of  the  Senators  on  this  sub-committee  about  the  U.S.  foreign 
assistance  program  and  the  embattled  Agency  for  International  Development.  I  wel- 
come your  interest  in  new  directions. 

Like  John  Sewell  and  other  colleagues,  I,  too,  hope  that  Congress  and  the  Clinton 
Administration  will  transform  AID  into  a  new  Sustainable  Development  Agency. 
Not  just  a  refurbished  agency  with  a  new  name,  but  a  new  agency  with  a  new  mis- 
sion, new  organization,  and  some  new  staff — a  new  agency  that  can  fulfill  American 
responsibilities  in  the  post  Cold  War  and  post-UNCED  period,  that  can  deal  with 
the  environment  and  development  problems  in  the  decades  ahead 

Although  I  agree  with  the  principles  my  colleagues  have  asserted  here  this  morn- 
ing, I  propose  changes  that  would  go  further  than  they  would,  in  several  respects: 

•  I  urge  that  the  environmental  rationale  and  program  focus  of  the  new  agency 
be  more  explicit  and  prominent.  I  do  so  because  the  environmental  problems  in 
developing  countries  are  so  serious  as  to  endanger  hopes  for  economic  develop- 
ment, and  also  because  I  believe  that  the  American  people  understand  and  will 
support  the  environmental  reasons  for  assisting  other  countries. 

•  Second,  the  responsibility  of  helping  other  nations  redirect  their  economies 
along  more  environmentally  sustainable  lines  is  the  largest  economic  challenge 
of  our  generation,  and  an  immensely  difficult  political  task  as  well.  The  United 


17 

States  must  be  able  to  offer  technical  assistance  and  policy  advice  in  a  wide  va- 
riety of  circumstances — on  three  continents,  in  countries  at  widely  different  lev- 
els of  development,  and  in  both  the  rural  areas  and  the  rapidly  growing  urban, 
industrialized  areas  as  well. 

•  Third,  to  do  this,  we  will  need  a  strong,  independent  agency  with  broad  respon- 
sibilities, organized  and  staffed  to  tackle  complex  problems.  This  agency  should 
be  the  lead  agency  among  U.S.  federal  agencies,  working  with  developing  coun- 
tries. It  is  not  sensible  to  think  that  we  can  somehow  trim  and  simplify  this 
agency,  and  parse  out  its  responsibilities  all  over  the  government,  and  still  have 
it  lead  on  sustainable  development  or  provide  real  coordination  of  international 
assistance. 

Now,  let  me  enlarge  briefly  on  each  of  these  points. 

1.  EMPHASIS  ON  THE  ENVIRONMENT 

The  main  reason  for  giving  greater  emphasis  to  environmental  goals  is  that  envi- 
ronmental problems,  both  rural  and  urban,  are  intimately  connected  with  economic 
progress,  or  the  lack  of  it. 

The  environmental  problems  that  developing  countries  worry  about  are  not  the 
scary  global  ones  like  the  thinning  of  the  ozone  layer  and  the  greenhouse  effect. 
They  worry  about  soil  loss  that  reduces  food  production,  the  depletion  of  fisheries 
and  forests,  death  and  illness  from  air  and  water  pollution,  and  difficulties  of  deal- 
ing with  urban  wastes.  In  no  developing  country  is  any  of  these  problems  really 
under  control;  in  many  they  are  getting  worse.  And  rapidly  growing  populations, 
due  to  double  again  before  the  middle  of  the  century,  make  it  even  more  difficult 
for  nations  to  make  economic  gains  and  improve  the  human  condition. 

Environmental  degradation  impedes  development.  It  is  very  costly — both  in 
human  terms,  as  illness  takes  its  toll,  and  in  economic  terms,  as  fisheries  become 
contaminated,  expensive  hydroelectric  dams  silt  up,  and  former  exporters  of  food 
and  forest  products  have  to  spend  scarce  foreign  exchange  to  import  basic  grains 
and  lumber. 

Environmentally  conscious  development  is  something  which  no  country,  especially 

goor  countries,  can  afford  not  to  do.  The  tragic  cost  of  inaction  is  seen  in  places  like 
omalia,  where  6  months'  policing  by  U.S.  troops  cost  more  than  all  the  inter- 
national aid  given  the  country  over  20  years! 

The  necessity  of  tackling  both  poverty  and  environmental  degradation  together 
was  given  worldwide  recognition  at  the  United  Nations  Conference  on  Environment 
and  Development  in  Rio  de  Janiero  last  year.  The  conference  was  watched  with  in- 
terest by  U.S.  citizens  who  were  disappointed  by  our  government's  failure  to  lead 
on  these  important  issues.  I  believe  a  U.S.  sustainable  development  program  will 
gain  new  support  among  American  voters  if  it  is  explained  on  grounds  of  global  en- 
vironmental interests  and  our  shared  responsibility  for  taking  care  of  the  planet. 

2.  SUSTAINABLE  DEVELOPMENT — COMPLEX,  DIFFICULT  AND  NECESSARY 

For  some  years  now,  critics  of  foreign  assistance,  even  friendly  supportive  critics, 
have  said  that  AID  has  too  many  different  goals  and  objectives,  that  it  must  be  sim- 
plified, that  it  cannot  be  everything  to  everyone.  But,  in  fact,  the  pursuit  of  sustain- 
able development  is  not  a  simple  task.  Sustainable  development  requires  work  in 
many  different  sectors  and  at  different  levels. 

The  Brundtland  Commission's  definition  is  sufficient  to  describe  the  goal:  "Sus- 
tainable Development  is  development  which  meets  the  needs  of  the  present  without 
compromising  the  ability  of  future  generations  to  meet  their  own  needs."  Implemen- 
tation, however,  is  not  as  easy  to  describe,  because  the  mix  of  policies  and  programs 
required  will  vary  from  one  country  to  another. 

The  test  of  whether  a  U.S.  development  assistance  program  or  project,  loan  or 

Prant,  qualifies  as  sustainable  development  lies  in  the  answer  to  two  questions: 
irst,  does  this  aid  effort  improve  the  lives  of  poor  people  and  help  them  become 
more  self-reliant?  And,  second,  does  this  effort  respect  the  natural  systems  on  which 
human  life  depends  and  make  better  use  of  natural  resources?  This  test  is  a  strict 
one,  but  it  doesn't  rule  out  any  particular  kind  of  assistance,  except  military  assist- 
ance. 

For  our  bilateral  assistance  program  (and  in  the  multilateral  banks  and  aid  agen- 
cies as  well),  the  pursuit  of  sustainable  development  means  doing  things  differently 
than  we  have  in  the  past.  The  United  States  should  help  finance  cooperative  pro- 
grams mainly  in  the  sectors  most  vital  to  environmental  sustainability:  agriculture, 
forests,  public  health  and  family  planning,  drinking  water  and  sanitation,  pollution 
control,  and  sustainable  energy,  where  technical  assistance  and  modest  investments 
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can  create  new  livelihoods,  combating  poverty  and  environmental  degradation  at  the 
same  time. 

U.S.  assistance  can  help  increase  agricultural  productivity  by  investing  in  small 
family  and  sub-family  sized  farms  that  grow  mostly  food,  to  stave  off  hunger.  We 
can  promote  farming  techniques  that  conserve  soil  and  water  and  restore  fertility. 
While  we  help  protect  forests  and  all  the  wealth  of  biological  diversity  within  them, 
we  can  help  provide  new  livelihoods  in  extractive  reserves,  jobs  in  reforestation  and 
resource  protection.  In  energy,  so  essential  to  all  kinds  of  development  and  so  often 
polluting,  we  can  emphasize  conservation  and  efficiency  (in  the  use  of  both  tradi- 
tional and  modern  fuels),  and  the  encouragement  of  renewable  sources  of  energy. 

The  United  States  can  provide  technical  help  and  advice  and  sell  pollution  control 
equipment  to  reduce  the  lethal  air  and  water  pollution  in  the  urban  third  world. 
Even  the  primary  health  problems  are  environmental  and  amenable  to  solution 
through  the  construction  of  clean  water  and  sanitation  systems.  Preventive  health 
services  and  education,  especially  for  women  and  girls,  are  all  essential,  as  is  the 
extension  of  family  planning  services  to  all  who  want  them. 

To  be  effective,  U.S.  cooperation  has  got  to  work  on  different  levels:  We  have  got 
to  be  able  to  help  on  small  scale,  grassroots  projects  that  enhance  peoples'  lives  and 
empower  them.  But  we  will  also  be  asked  to  help  large  polluting  industries  clean 
up  their  act.  And  in  selected  cases,  we  must  be  ready  to  help  countries  who  want 
to  make  national  policy  reforms  that  will  turn  their  economic  development  in  a  sus- 
tainable direction,  and  need  policy  analysis,  training  and  advice  in  order  to  do  so. 
On  every  front,  we  will  need  to  help  countries  build  human  and  institutional  capac- 
ity for  sustainable  development,  making  an  investment  in  jobs  and  future  well- 
being.  As  Brian  Atwood  said  last  week  before  the  Foreign  Relations  Committee,  this 
mission  is  not  fundamentally  different  from  the  one  we  face  at  home  in  the  United 
States. 

This  complex  challenge  of  sustainable  development  does,  in  a  way,  require  that 
our  new  Sustainable  Development  Agency  be  able  to  do  a  great  variety  of  things, 
but  it  does  not  require  that  we  do  everything  in  every  nation  with  which  the  United 
States  works,  nor  that  we  work  in  every  nation. 

First  priority  should  be  given  to  countries  where  poverty  and  environmental  deg- 
radation come  together  and  reinforce  each  other,  and  where  population  growth  out- 
runs society's  hopes  of  improving  the  quality  of  life  of  its  people.  U.S.  programs 
should  be  developed  only  with  governments  that  actively  embrace  sustainable  devel- 
opment goals  and  abjure  policies  and  programs  that  ignore  equity  and  environ- 
mental considerations.  Nor  should  the  United  States  assist  corrupt  or  repressive 
governments,  nor  those  that  spend  more  on  their  armed  forces  than  on  their  peo- 
ple— though  under  such  circumstances  we  might  support  community-level  projects, 
funneling  our  help  through  local  governments  or  non-governmental  organizations. 

3.  A  STRONG  NEW  AGENCY 

Among  the  many  prescriptions  for  AID  reform  that  are  circulating  around  Wash- 
ington in  recent  months  are  a  few  that  would  diminish  the  agency's  mission  in  some 
way.  There  are  some  proposals  that  would  rely  almost  exclusively  on  development 
foundations,  like  the  Inter-American  Foundation,  and  fund  small  scale  participatory 
projects — because  we  know  from  experience  that  such  projects  do  succeed.  There  are 
others  who  would  leave  all  policy  reform  to  the  IMF  and  the  World  Bank,  and  some 
who  would  support  democracy  initiatives  solely  through  an  endowment.  I  myself 
would  like  to  see  all  military  assistance  funds  budgeted  through  the  Defense  of 
State  Departments. 

Running  through  these  proposals  is  a  kind  of  hankering  for  a  simpler  program, 
and  a  simpler  agency.  They  seem  to  be  promoting  the  notion  that  smaller  is  better, 
simpler  is  less  expense  and  more  saleable.  I  believe  they  are  pursuing  an  illusion. 
The  task  before  the  agency  is  very  difficult  and  complex;  how  can  we  expect  the 
agency  to  be  less  so? 

Economics  and  environmental  protection,  human  rights  and  political  participation 
are  indeed  all  interdependent.  We  should  not  expect  that  the  greatest  nation  in  the 
world  can  lead,  can  help  other  nations  solve  complex  problems  with  a  concept  that 
would  disconnect  these  efforts  one  from  another,  or  with  an  agency  so  emasculated 
by  budget  cutting  and  by  shunting  specific  responsibilities  or  by  cutting  the  budget 
that  it  cannot  do  the  whole  job.  There  are  certainly  ways  in  which  to  save  money, 
programs  and  projects  that  should  not  be  continued,  but  this  agency  over  the  coming 

{rears  will  need  to  have  greater  capacity,  more  expertise  and  better  funding — not 
ess  of  any  of  these.  It  is  not  sensible  to  think  that  you  can  somehow  trim  and 
streamline  this  agency,  and  parse  out  its  responsibilities  all  over  the  government, 
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and  still  have  it  lead  on  sustainable  development  and  provide  real  coordination  of 
international  assistance. 

4.  ORGANIZATION  OF  THE  NEW  AGENCY 

When  it  comes  to  organizing  the  new  agency  which  replaces  AID,  I  propose  that 
Congress  and  the  Administration  go  further  than  most  of  my  colleagues  at  this 
hearing  propose.  I  suspect  that  most  supporters  of  U.S.  development — in  this  room, 
in  other  NGOs,  on  the  AID  staff,  in  the  universities  and  in  the  Washington  consult- 
ing firms — will  be  satisfied  with  a  strong  new  leader — which  we  now  nave — and  a 
cleaned  up,  reorganized,  invigorated  agency — which  we  can  expect.  I  want  that,  too. 
It's  an  absolutely  necessary  minimum,  but  it's  not  enough  to  do  the  job  ahead  nor 
to  win  the  American  taxpayer's  support. 

We  will  need  a  highly  expert  Sustainable  Development  Agency,  one  that  can  work 
on  many  different  but  related  kinds  of  problems,  on  different  levels  of  development, 
and  in  different  cultures.  The  task  will  require  regional  and  even  subregional  foun- 
dations, to  make  grants  for  small-scale  local  development  projects,  undertaken 
largely  by  non-governmental  organizations  in  poor  rural  and  urban  communities. 
But  the  new  Agency  should  be  thought  of  primarily  as  a  problem-solving  agency, 
and  organized,  therefore,  along  functional  lines,  with  strong  components  in  energy, 
health,  sanitation,  family  planning,  agriculture,  forests  and  fisheries.  It  will  require 
expert  staff  in  each  of  the  problem  areas — good  technical  people  who  have  either 
policy  or  field  experience.  It  will  have  to  be  big  enough,  and  flexible  enough  to  work 
on  different  levels  of  development  in  different  historical  and  cultural  settings.  And 
it  will  need  a  group  of  excellent  economic  analysts  to  advise  cooperating  govern- 
ments on  macroeconomic  policy. 

This  Agency  should  be  the  lead  agency  among  U.S.  federal  agencies  dealing  with 
developing  countries,  the  agency  whose  expertise  on  sustainable  development,  tech- 
nologies, and  societal  needs  infuses  work  done  in  other  agencies  on  trade,  and  in- 
vestment, food  aid,  democracy  and  human  rights  so  that  sustainable  development 
does  indeed  become  the  goal  of  all  our  relations  with  those  countries. 

This  will  require  a  strong  agency,  an  expert,  problem-solving  agency — not  nec- 
essarily a  bigger  agency,  but  probably  not  a  smaller  one.  The  budget  is  adequate 
for  now;  in  fact,  I  believe  it  can  stand  the  inevitable  cuts  it  will  have  to  take  this 
year,  but  over  time  we  must  expect  it  will  grow.  The  Agency  cannot  be  the  lead 
agency  directing  and  coordinating  U.S.  policy  on  development  if  it  is  significantly 
reduced  in  size  or  function. 

Very  important  also,  is  autonomy  for  the  Sustainable  Development  Agency  and 
a  degree  of  distance  from  the  day-to-day  political  decisions  of  the  State  Department. 
Development  assistance  programs  must  be  subject,  of  course,  to  overall  policy  guid- 
ance and  should  serve  U.S.  interests.  But  the  problems  with  this  Agency  must 
deal — persistent  poverty  and  severe  environmental  degradation  and  pollution — have 
been  long  in  the  making  and  can  not  be  undone  over  night.  Development  is  a  long 
term  process.  It  requires  careful  analysis,  planning,  experimentation,  and  time — and 
cooperation  among  nations  that  share  mutual  long-term  interests.  It  is  not  appro- 
priate that  the  Sustainable  Development  Agency  be  diverted  from  its  development 
mission  and  used  inappropriately,  as  it  has  in  the  past,  to  serve  Departments  of 
Commerce  and  Defense  mandates,  such  as  the  promotion  of  U.S.  exports  and  buying 
support  for  U.S.  military  ventures  in  the  Middle  East. 

5.  THE  U.S.  INTEREST 

The  developing  countries  are  very  important  to  the  United  States.  And  AID  is  our 
lead  agency  m  designing  the  North-South  cooperation  required  to  achieve  sustain- 
able development  and  global  environmental  security.  Replacing  AID  with  a  new 
agency  that  can  perform  this  new  mission  is  crucial  to  our  own  economic  recovery 
and  to  our  security. 

Most  of  the  world's  economic  expansion  (and  markets)  in  this  next  generation  will 
be  in  Latin  America,  Asia,  and  Africa.  In  these  same  regions  lie  the  most  explosive 
potential  challenges  to  democracy  and  human  rights.  They  also  have  been  the  sites 
of  most  armed  conflicts  since  the  Second  World  War,  some  of  which  have  cost  the 
United  States  dearly,  as  in  Panama,  Central  America,  and  Somalia.  And,  since 
these  countries  are  hardest  hit  by  hunger,  disease,  poverty,  and  environmental  dete- 
rioration, their  cooperation  is  essential  for  making  headway  against  global  climate 
change,  biodiversity  loss,  and  rapid  population  growth.  Countries  of  the  North  and 
South  will  enter  a  new  era  of  sustainable  development  together,  or  not  at  all. 

I  believe  this  is  a  message  that  Americans  understand  and  will  support  if  given 
leadership  from  Congress  and  the  President.  This  sub-Committee  can  play  a  very 
important  role  in  helping  the  rest  of  the  Senate  and  the  American  public  to  under- 
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stand  the  importance  of  the  developing  countries  to  our  own  hopes  in  the  21st  cen- 
tury. 

Senator  SARBANES.  Thank  you  very  much. 
Dr.  Haass. 

STATEMENT  OF  DR.  RICHARD  N.  HAASS,  SENIOR  ASSOCIATE, 
CARNEGIE  ENDOWMENT  FOR  INTERNATIONAL  PEACE 

Dr.  Haass.  Good  morning.  It  is  good  to  be  back  here. 

I  will  just  make  a  few  points  at  the  outset.  The  fact  that  there 
is  a  renewed  debate  on  foreign  aid  should  come  as  no  surprise, 
given,  in  particular,  the  end  of  the  cold  war  and  the  focus  on  do- 
mestic concerns. 

But  I  would  just  add  that  we  have  to  be  careful,  because,  first 
of  all,  the  cold  war  has  not  been  for  some  time,  if  it  ever  was,  the 
driving  force  in  shaping  and  determining  American  foreign  aid. 
Simply  because  the  cold  war  has  ended,  does  not  mean  we  nec- 
essarily have  to  reinvent  aid  from  the  bottom. 

And  second,  there  is  no  necessary  tradeoff  between  foreign  aid 
and  domestic  interests.  Indeed,  foreign  aid  in  certain  circumstances 
can  be  tailored  to  promote  market  expansion,  which,  in  turn,  will 
create  new  opportunities  for  American  exports.  So  the  idea  that 
there  is  a  necessary  aid  versus  butter  tradeoff  is  incorrect. 

Being  realistic,  I  know  you  will  all  come  under  tremendous  pres- 
sure to  look  for  ways  to  reduce  foreign  aid,  because  not  everybody 
agrees  with  what  I  just  said.  All  I  would  argue  is  that  the  need  to 
adapt  foreign  aid  to  the  new  world  should  not  be  assumed  to  be 
synonymous  with  a  need  to  shrink  foreign  aid. 

The  two  are  very  different.  And  while  individual  programs  may, 
in  some  cases,  be  good  candidates  for  shrinkage,  I  do  not  think  for- 
eign aid,  as  a  whole,  is  a  good  candidate  for  shrinkage,  nor  is  every 
program  of  foreign  aid  a  necessary  candidate  for  shrinkage. 

This  applies,  I  would  think,  especially  to  the  Middle  East,  nota- 
bly Egypt  and  Israel.  Let  me  begin  with  Israel.  We  are  now  for  the 
first  time  in  history,  at  a  particularly  promising  moment  in  the 
Middle  East  peace  process. 

I  have  been  accused  of  many  things  over  the  years,  optimism  is 
not  one  of  them  when  it  comes  to  this  subject.  But  when  one  looks 
at  the  Israeli-Syrian  negotiations — and,  really,  for  the  first  time, 
the  Israeli-Palestinian  negotiations — you  can  begin  to  see  in  place 
some  of  the  prerequisites  of  significant  progress. 

Now,  if  there  is  peace,  both  along  the  way  and  afterward,  there 
are  going  to  be  extremely  large  demands  for  American  resources  in 
the  occupied  territories,  as  well  as  in  Israel  itself,  in  order  to 
strengthen  the  various  protagonists,  so  they  can  carry  out  politi- 
cally, as  well  as  in  the  security  sense,  the  sorts  of  decisions  and 
risks  for  peace  that  are  going  to  be  essential. 

And  it  just  seems  a  bit  odd  to  me  that  this  would  then  be  the 
opportunity  or  the  moment  to  cut  aid,  just  when  we  are  asking 
these  governments  to  make  the  most  significant  and  potentially 
controversial  decisions  they  are  ever  likely  going  to  have  to  make. 

I  am  not  saying  that  all  of  the  aid  requirements  should  be  borne 
by  the  United  States.  And  particularly  in  the  context  of  a  Middle 
East  settlement,  there  are  all  sorts  of  opportunities  for  others,  from 
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Middle  East  states  to  Japan  to  Western  Europe,  to  bear  some  of 
that  burden.  But  we  are  not  going  to  get  off  scot-free. 

If  one  looks  at  the  Camp  David  accords,  for  example,  there  is  an 
obvious  precedent,  that  peace,  like  war,  is  expensive.  It  is  just  that 
in  the  case  of  peace,  you  tend  to  get  more  for  your  investment. 

Egypt  is  also  an  extremely  strong  case  for  aid,  even  though  it  is 
not  a  direct  participant,  if  you  will,  in  the  current  peace  talks.  I 
just  came  back  from  the  region  last  night — from  the  gulf. 

And  if  there  was  one  theme  that  emerged  in  every  single  meeting 
I  had,  and  despite  traditional  concerns  over,  if  you  will,  the  exter- 
nal threats  of  Iran  and  Iraq,  the  real  threat  and  the  real  concern 
was  what  was  going  on  in  Egypt. 

Every  country  in  the  Middle  East  that  is  at  all  associated  with 
us  understands  that  Egypt  is  the  real  battleground  right  now,  and 
that  what  happens  in  Egypt  will  have  consequences  that  are  dif- 
ficult to  exaggerate  for  the  peace  process  and  for  the  political  sta- 
bility and  orientation  of  the  countries  that  we  work  most  closely 
with. 

And,  as  a  result,  given  the  sorts  of  pressures  that  Egypt  faces, 
given  the  sorts  of  reforms  that  Egypt  needs  to  undertake  and  only 
in  some  cases  has  undertaken,  again,  I  do  not  think  that  this  is  a 
moment  to  be  reducing  aid  to  Egypt. 

On  top  of  all  of  this,  you  have  obviously  got  other  continuing 
needs  for  aid — Turkey  being  one,  for  example — as  well  as  the  new 
needs  in  the  former  Soviet  Union  and  Eastern  Europe,  where  the 
promotion  of  market  change  and  market  reforms,  and  the  pro- 
motion of  democracy,  obviously  have  to  be  a  high  priority. 

I  do  not  agree  with  Ross  Perot  on  many  things,  but  when  he  did 
speak  out  publicly  about  the  idea  that  this  would  be  a  good  invest- 
ment for  the  United  States,  I  think  he  is  on  to  something. 

In  addition  to  all  of  these  requirements,  you  are  obviously  going 
to  have  your  continuing  requirements  for  humanitarian  aid.  And 
listening  to  this  panel,  it  reminds  me  that  the  historic  tension  in 
the  aid  community  between  what  you  might  call  strategic  aid  and 
humanitarian  aid  is  going  to  continue  to  be  with  us.  I  do  not  think 
that  will  fade  along  with  the  cold  war. 

I  am  not  going  to  sit  here  and  tell  you  there  cannot  be  any  reduc- 
tions or  the  national  interests  will  go  through  the  floor.  Obviously, 
there  can  be  some  reductions  as  countries  succeed  their  way  out  of 
aid. 

There  are  some  cases  where  the  rationales  are  not  what  they 
were  or  where  new  rationales  will  come  along.  And  if  you  have  got 
to  cut,  for  whatever  reasons,  there  ought  to  be  a  few  guidelines  for 
cutting. 

One  is  prorating.  It  tends  to  be  a  fairly  good  approach,  because 
it  takes  some  of  the  political  sting  out  of  it.  If  you  have  got  to  intro- 
duce some  pain,  perhaps  it  can  be  shared. 

Senator  Sarbanes.  Would  you  prorate  Egypt,  in  light  of  what 
you  just  said — or  Israel? 

Dr.  Haass.  I  would  not  necessarily  exempt  them.  No.  I  think 

Senator  Sarbanes.  You  would  prorate  them. 

Dr.  Haass.  I  would  not  necessarily  exempt  them  from  prorating, 
if  you  are  looking  at  a  very  small  percentage. 
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If  one  has  to  cut  across  the  entire  budget,  say,  2  percent,  5  per- 
cent, what  have  you,  I  would  not  necessarily  exempt  them,  because 
then  you  start  saying:  Is  that  more  important,  say,  than  sending 
aid  to 

Senator  Sarbanes.  Oh,  I  understand  that.  I  did  not  mean  to  in- 
terrupt. I  do  not  want  to  impose  on  my  colleagues,  but  I  am  just 
trying  to  square  your  comments  with  the  testimony  a  couple  of 
minutes  ago  that  underscored  how  critical  this  region  was.  And 
perhaps  that  we  maybe  even  needed  to  do  more  in  this  area. 

Dr.  Haass.  Again,  what  I  am  looking  at,  in  the  best  of  all  pos- 
sible worlds,  would  I  cut  them  now?  No.  If  you  are  asking  me  if 
that  is  what  is  necessary  to  maintain  support,  politically,  across 
the  board  for  these  programs,  I  would  then  say,  "Yes,"  if  you  have 
got  to  do  it.  To  a  small  percentage,  I  would  say,  yes.  I  think 
that 

Senator  Sarbanes.  Now,  if  you  are  talking  about  political  sup- 
port, it  works  just  the  opposite,  but  anyhow 

Dr.  Haass.  I  understand  that,  but 

Senator  Sarbanes.  All  right. 

Dr.  Haass.  If  you  have  got  to  cut,  besides  prorating,  I  favor  other 
approaches.  One  is  to  cut  individual  accounts,  to  at  least  give  the 
country  warning,  so  they  have  time  to  adjust  economically.  It  can 
be  done  gradually  and  you  can  look  for  nonaid  offsets — for  example, 
expanded  access  to  the  U.S.  market  for  some  of  the  things  they 
produce,  as  ways  to,  again,  take  out  some  of  the  sting. 

I  think  we  have  to  be  extremely  careful  about  conditional  aid. 
And  I  know  that  is  awfully  popular.  I  have  thought  about  it  a  lot. 
In  my  own  view,  it  is  probably  better  to  think  about  a  core  amount 
of  aid  that  is  not  conditional,  a  core  amount  of  aid  that  continues 
virtually  regardless  of  what  the  country  does. 

And  then  one  can  imagine  increments  above  that  core  that  could 
be  introduced  or  taken  away,  depending  upon  certain  behavior.  The 
problem  is  that  everybody  has  a  whole  list  of  things  they  would 
like  aid  to  accomplish  that  has  nothing  to  do  with  traditional  uses 
of  aid — whether  it  is  affecting  proliferation  policy  or  human  rights 
policy  or  export  policy  or  what  have  you. 

And,  again,  before  we  use  aid  as  a  device,  if  you  will,  to  register 
our  feelings  about  all  of  these  issues  and  take  away  all  of  it  if  we 
are  not  happy  about  some  of  those  policies,  I  would  argue  that 
there  might  be  a  case  for  ensuring  that  a  core  amount  of  aid  is  kept 
safe.  Otherwise,  we  risk  losing  whatever  influence  we  have. 

Let  me  just  end  with  two  last  points.  One  is  on  earmarking.  As 
a  former  administration  official,  and  I  have  no  idea  if  I  will  ever 
be  a  future  one,  let  me  just  say  that  I  could  not  come  up  here  today 
and  not  register  at  least  some  doubts  about  the  wisdom  of  ear- 
marking, both  as  a  matter  of  principle  and  as  a  matter  of  executive 
branch  flexibility.  I  have  no  idea  if  my  successors  in  the  executive 
branch  feel  that  way,  but  I  would  think  they  might. 

Second,  I  want  to  raise  the  question  of  the  separateness  of  AID 
as  an  institution.  And  let  me  just  register  two  points  on  that.  One 
is  based  upon  my  experience.  If  a  so-called  technical  or  functional 
agency  is  kept  separate,  it  almost  automatically  means  it  has  less 
influence.  It  does  not  get  invited  to  the  front  table.  Its  concerns  are 
not  integrated,  necessarily,  as  much  as  they  would  be  otherwise. 
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Second,  given  the  pressures  the  aid  budget  is  under,  the  idea 
that  you  could  afford  to  have  the  luxury  of  an  aid  budget  that  was 
somehow  being  determined  apart  from  foreign  policy — that  there  is 
this  technical  thing  called  foreign  aid,  as  opposed  to  this  more  po- 
litical thing  called  foreign  policy,  and  you  have  the  luxury  of  con- 
ducting one  as  distinct  from  the  other,  that  seems  to  me  to  be 
unsustainable. 

In  the  long  run,  whether  it  is  physically  located  within  the  State 
Department,  as  I  would  think,  or  somehow  better  integrated,  AID 
would  be  better  off.  The  idea  of  a  stand-alone  agency  does  not  seem 
to  me  to  be  a  terribly  good  idea. 

[The  prepared  statement  of  Dr.  Haass  follows:] 

Prepared  Statement  of  Dr.  Haass 

Foreign  aid,  as  almost  everyone  still  calls  it,  has  derived  from  two  impulses  since 
its  inception.  For  several  decades  it  was  used  for  strategic  ends,  to  ensure  adequate 
access  to  military  facilities  for  U.S.  military  forces  and  to  strengthen — politically, 
economically,  and  militarily — friendly,  non-communist  governments.  In  addition,  for- 
eign aid  was  used  for  humanitarian  purposes — to  alleviate  human  suffering — and  to 
promote  economic  development. 

With  the  end  of  the  Cold  War,  it  is  perfectly  natural  and  even  desirable  that  the 
foreign  aid  program,  and  in  particular  its  strategic  dimension,  be  examined  and 
even  questioned.  Indeed,  it  would  be  odd  and  then  some  if  its  size,  shape  and  pur- 
poses did  not  change  in  the  post-Cold  War  world.  In  this,  the  debate  over  aid  is  akin 
to  the  debate  over  defense  spending.  How  much  defense,  and  what  kind,  are  ques- 
tions routinely  debated.  So  too  are  and  should  be  questions  about  aid. 

And  also  akin  to  the  defense  debate,  and  this  is  hardly  new,  one  hears  many 
voices  questioning  (by  which  I  mean  opposing)  foreign  aid.  Foreign  aid  had  few 
friends  during  the  Cold  War,  and  now  even  less.  Aid  has  endured  thanks  to  the  sup- 
port of  various  foreign  policy  elites;  it  has  never  been  a  popular  program,  it  has 
never  escaped  the  image  of  constituting  little  more  than  unwarranted  giveaways  to 
ungrateful  foreigners.  This  is  unfortunate,  for  the  United  States  has  enjoyed  a  fairly 
healthy  return  on  its  aid  expenditure. 

U.S.  assistance  policies  must  adapt  to  the  realities  of  the  post-Cold  War  world. 
But  adapt  does  not  mean  shrink.  Indeed,  I  believe  a  strong  case  can  be  made  that 
we  need  substantial  aid  in  the  world  we  are  entering  if  that  world  is  to  be  one 
where  U.S.  interests  and  values  thrive  and  where  order  is  more  common  than  dis- 
order. 

Why?  To  begin  with,  most  of  the  aid  disbursed  by  the  United  States  over  the  past 
decade  has  not  been  Cold  War-driven.  As  a  result,  the  end  of  the  Cold  War  is  not 
a  decisive  event  for  all  elements  of  cur  aid  program. 

Three  examples — by  no  coincidence,  the  three  principal  recipients  of  ESF  and 
FMF  Credits — make  this  clear.  The  first  is  Israel.  Israel  receives  more  U.S.  aid  than 
any  other  country,  and  for  good  reason.  Israel  continues  to  face  a  multitude  of  con- 
ventional and  unconventional  military  threats  at  a  time  it  is  absorbing  hundreds  of 
thousands  of  new  citizens  and  negotiating  peace  with  neighboring  Arab  states  and 
the  Palestinians.  It  would  be  very  hard  to  argue  that  Israel  should  be  prepared  to 
take  risks  for  peace  yet  find  itself  less  well  off  financially.  Indeed,  if  the  accord  with 
Egypt  is  relevant,  and  I  think  it  is,  it  is  likely  that  new  peace  accords,  such  as  one 
with  Syria  or  the  Palestinians,  could  require  new  commitments  to  those  affected  by 
the  United  States,  members  of  the  European  Community,  the  Gulf  states,  and 
Japan. 

Egypt  deserves  continued  large-scale  U.S.  economic  support  because  of  its  impor- 
tance in  the  region.  There  will  be  no  peace  in  the  Middle  East  if  Egypt  does  not 
survive  as  a  pro-Western  country  with  a  peace  treaty  with  Israel.  Not  only  would 
another  front  emerge,  but  all  Israelis  would  draw  from  the  experience  the  lesson 
that  peace  with  Arab  governments  was  unwise  given  their  inherent  instability.  For 
Egypt  to  remain  essentially  what  it  is,  its  government  will  need  to  continue  to  un- 
dertake economic  and  political  reforms.  Some  of  these  reforms  will  cause  temporary 
hardship;  some  of  its  problems  are  so  severe  that  no  amount  of  reasonable  reform 
will  resolve  them.  Aid  can  thus  be  highly  useful,  to  support  the  reform  effort,  to 
meet  humanitarian  needs,  and  to  demonstrate  that  the  government  enjoys  inter- 
national and  American  support. 
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Turkey  is  a  third  country  with  large  claims  on  U.S.  aid  despite  the  ending  of  the 
Cold  War.  Turkey  is  key  to  what  happens  in  Iraq,  parts  of  the  former  Soviet  Union, 
and  the  Balkans,  particularly  if  fighting  should  threaten  to  spread  to  Macedonia. 
Access  to  Turkish  bases  could  prove  decisive  to  U.S.  ability  to  protect  lives  in  north- 
ern Iraq.  Turkey  is  also  a  powerful  example  of  democracy  amidst  Islam.  Any  precipi- 
tous falling  off  of  U.S.  support  could  have  far-reaching  repercussions. 

Second,  the  end  of  the  Cold  War  and  the  demise  of  the  Soviet  Union  along  with 
its  empire  have  created  new  opportunities  for  constructive  uses  of  aid.  Aid  will  be 
one  important  element  of  a  large  U.S.  effort  to  promote  market  reform  and  demo- 
cratic institutions  in  Russia,  the  other  former  republics,  and  Eastern  Europe. 

Third,  new  or  expanded  international  functions  and  activities  need  funding.  Here 
UN  and  associated  peacekeeping  comes  to  mind,  as  does  efforts  in  such  areas  as 
denuclearization  and:  efforts  to  combat  the  proliferation  of  unconventional  weapons. 
Some  of  these  functions  fall  under  "aid"  budgets,  others  do  not;  regardless,  what  is 
clear  is  that  aid-related  activities  will  not  become  a  thing  of  the  past. 

Fourth,  old  problems  ranging  from  natural  disasters  to  man-made  ones  are  not 
obsolete.  To  the  contrary,  misery  of  the  latter  variety  and  refugee  problems  in  par- 
ticular are  becoming  if  anything  more  common  as  it  becomes  clear  that  the  post- 
Cold  War  world  is  likely  to  be  one  of  frequent  inter-state  and  intra-state  violence. 

I  am  not  arguing  that  there  cannot  be  and  should  not  be  selective  reductions  in 
foreign  aid.  We  have  already  seen,  for  example,  the  reduction  in  aid  linked  to  base 
rights  countries.  Progress  in  Central  America  and  East  Asia  have  allowed  signifi- 
cant aid  reductions.  But  continuing  and  new  requirements  are  such  that  there  can 
be  no  overall  reduction  without  real  loss  to  the  United  States. 

I  say  this  because  aid  remains  an  integral  part  of  foreign  policy.  It  can  enhance 
influence,  reinforce  diplomacy,  buttress  friends,  alleviate  pain,  and  promote  desir- 
able political  and  economic  change.  Moreover,  we  should  not  permit  the  aid  debate 
to  be  couched  in  terms  of  "aid  versus  butter"  or  meeting  overseas  as  opposed  to  do- 
mestic needs.  Aid  well  spent  can  help  expand  markets  and  promote  exports,  two 
things  that  will  create  jobs  here  at  home. 

We  need  to  be  careful  too  not  to  fall  into  the  trap  of  using  aid  to  penalize  our 
friends.  Since  we  only  tend  to  give  aid  to  our  friends,  avoiding  this  tendency  is  more 
difficult  than  may  be  immediately  obvious.  Conditionally  must  be  introduced  with 
great  care,  and  priorities  must  be  determined.  There  is  a  difference  between  making 
aid  or  some  increment  of  available  if  some  reform  is  undertaken  and  reducing  or 
denying  aid  if  some  action  is  (or  is  not)  undertaken.  Right  now  aid  can  be  cut  off 
for  a  host  of  reasons,  including  non-proliferation,  human  rights,  terrorism,  and  nar- 
cotics. It  might  be  better  to  have  some  unconditional  core  amount  with  condition- 
ally introduced  only  for  additional  increments  above  it.  Such  aid  can  be  an  incen- 
tive or  a  reward;  this  was  what  we  had  in  mind,  for  example,  when  a  decade  ago 
the  Reagan  Administration  proposed  and  this  committee  approved  a  fund  to  finance 
projects  that  would  promote  comity  on  the  island  of  Cyprus. 

If  cuts  in  aid  are  unavoidable,  I  would  suggest  that  they  be  pro-rated  to  the  extent 
possible.  By  so  doing,  one  at  least  removes  the  political  sting  from  the  decision. 
Moreover,  if  cuts  are  to  be  made  in  country  accounts,  I  would  suggest  the  recipient 
be  given  some  warning  (so  it  can  begin  to  adjust)  and  that  the  reductions  be  phased 
in  gradually.  Also,  the  economic  sting  of  cuts  can  be  offset  in  ways  that  are  good 
for  the  recipient  if  they  are  done  in  association  with  our  encouraging  and  supporting 
necessary  reforms  on  their  part  and  by  the  United  States  introducing  policy  changes 
on  our  part  that  help  the  country  earn  money  in  other  ways.  One  thing  that  comes 
to  mind  here  is  reducing  barriers  to  imports  from  other  countries.  Any  or  all  of  this 
might  apply  if,  for  example,  economic  aid  were  reduced  to  Israel  or  security  assist- 
ance were  to  be  reduced  to  both  Greece  and  Turkey. 

I  would  like  to  end  with  two  final  points.  I  would  be  remiss  if  I  did  not  use  this 
opportunity  to  register  my  view  that  earmarking  remains  counter-productive.  Ques- 
tions of  principle  and  constitutional  prerogatives  aside,  the  executive  should  have 
the  flexibility  and  discretion  to  make  aid  available  without  mandates.  Congressional 
involvement  and  influence  is  entirely  proper,  but  specific  earmarks  that  account  for 
a  large  percentage  of  the  aid  budget  go  beyond  what  is  desirable  or  necessary. 

Last,  aid  is  an  integral  tool  of  U.S.  national  security  and  diplomacy;  it  needs  to 
be  designed  and  implemented  as  such.  This  in  turn  argues  for  that  aid  policy  not 
be  set  and  implemented  by  some  agency  that  stands  part  from  the  process  but  rath- 
er that  aid  issues  be  fully  integrated  with  other  policy  matters.  Here  the  arguments 
about  ACDA  come  to  mind;  sometimes  the  best  way  to  promote  a  policy  and  a  per- 
spective is  to  make  it  less  visible  and  less  separate.  Which  is  all  an  indirect  way 
of  saying  that  aid  might  do  better  without  AID. 

[Other  material  submitted  by  Dr.  Haass  may  be  found  in  committee  files.] 
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Senator  Sarbanes.  Thank  you  very  much.  Do  you  want  to  make 
an  opening  statement? 

Senator  Kassebaum.  No.  Later.  After  the  questions. 

Senator  Sarbanes.  OK  I  want  to  pose  some  questions  which,  by 
asking  them,  are  not  intended  to  presuppose  any  particular  an- 
swers. I  mean,  we  are  trying  to  examine  a  very  complex  subject 
here.  And  I  want  to  explore  it  with  you  and  with  the  subsequent 
panel. 

I  am  a  little  struck  by  the  fact  that  by  their  sharp  criticisms,  peo- 
ple who  want  an  aid  program  and  whose  criticisms  are  designed  to 
bring  about  a  better  aid  program,  may,  in  fact,  help  to  do  in  the 
aid  program. 

And  I  wonder  whether  there  is  any  concern  on  that  score  among 
those  at  the  table,  or  whether  instead  there  may  be  an  attitude 
that  the  existing  program  is  so  inept  that  we  would  be  better  off 
with  no  program  than  with  what  we  have  now.  In  other  words,  you 
seem  to  be  saying:  "We  want  to  get  a  better  program,  but  in  the 
course  of  trying  to  get  it,  we  realize  we  may  sink  the  existing  one. 
And  if  that  happens,  well,  so  be  it." 

Is  that  your  view? 

Mr.  Sewell.  Well,  I  guess,  Senator,  my  reaction  is  that  you  do 
not  have  too  many  choices.  You  either  get  a  new  agency — I  do  not 
care  if  it  is  renamed  or  if  the  question  of  the  relationship  to  the 
State  Department  remains  open — but  the  repute  in  which  both  for- 
eign aid  generically  and  AID  is  held  is  so  low  that  the  bicycle  prin- 
ciple operates. 

You  either  can  go  forward  or  you  can  fall  off  very  quickly.  And 
I  do  not  just  mean  that  in  the  bureaucratic  level.  I  mean  it  in  a 
fundamental  and  conceptual  level. 

I  think  it  is  a  very  interesting  point  that  Dr.  Haass  raised  about 
making  the  differentiation  between  foreign  policy  aid  and  humani- 
tarian aid. 

I  would  argue  that  the  four  essential  issues  of  U.S.  foreign  policy, 
the  four  very  high  table  issues,  are  restoring  this  country's  com- 
petitive position,  promoting  democracy  around  the  world,  promot- 
ing sustainable  development,  and  dealing  with  regional  conflicts. 

The  question  is,  therefore,  how  we  apply  whatever  scarce  re- 
sources we  have  to  those  interests  and  why  you  do  organization- 
ally, is  a  very  important  point,  but  a  derivative  of  those. 

Those  are  very  high  policy  issues.  At  least  it  is  just  one  among 
those.  It  happens  to  very  important.  It  claims  a  lot  of  resources  and 
time.  It  has  a  high  political  constituency,  but  there  are  lots  of  other 
ones,  too. 

And,  therefore,  just  making  that  differentiation  that  aid  is  some- 
how a  luxury,  whether  I  am  talking  about  the  agency  or  whether 
I  am  talking  about  the  resources  allocated,  it  seems  to  me,  it  mis- 
leads us  in  the  1990's.  These  are  the  fundamental  issues  of  U.S. 
foreign  policy. 

Now,  AID  does  not  address  any  of  those  issues.  It  is  tired.  It  still 
contains  a  lot  of  good  people.  It  has  done  a  lot  of  good  things  in 
the  past,  but  there  is  no  agreement,  either  within  the  Government 
and,  personally,  I  perceive  within  Congress  and  certainly  in  the 
outside  community,  about  what  we  are  using  those  resources  for, 
and  therefore,  what  organizational  structure  you  have. 
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And  my  point  is,  simply,  that  as  the  current  set  of  policies  and 
institutions  have  very  little  support  anyway,  you  better  think  about 
going  forward. 

Senator  Sarbanes.  Does  anyone  else  want  to  comment? 

Dr.  Brown.  Yes. 

Senator  Sarbanes.  Dr.  Brown. 

Dr.  Brown.  You  will  undoubtedly  hear,  when  you  have  your 
panel  in  a  week  or  two  from  the  nongovernmental  organizations, 
that  there  are,  in  fact,  some  very  good  people  who  have  appeared 
in  these  hearings  before,  who  are  very  much  concerned  about  hu- 
manitarian aid  and  whose  concern  about  the  way  in  which  AID  has 
been  run  and  the  uses  to  which  it  has  been  put  are  so  grave  that 
they  would,  in  fact,  opt  for  a  very  radical,  much  smaller  program; 
a  program  largely  based  on  the  idea  of  development  foundations 
that  will  fund  local  groups;  a  much  smaller  scaled  effort.  And  they 
do  so,  because  they  know  that  those  smaller  scale  efforts  work  and 
know  also  that  much  of  the  money  that  we  spent  on  other  kinds 
of  things  seems  not  to  have  worked,  and  they  would  advocate  a 
very  different  kind  of  agency. 

I  do  not  believe  that  that  agency,  if  smaller,  can,  in  fact,  do  the 
job.  I  do  not  believe  that  if  we  restrict  ourselves  to  the  kinds  of 
very  few  tasks  that  we  can  tackle  the  sustainable  development 
problems.  And  I  agree  with  Mr.  Haass  that  if  this  is  not  a  strong 
agency,  with  an  advocacy  position  within  the  U.S.  Government, 
that,  in  fact,  we  will  never  change  the  focus  of  the  State  Depart- 
ment from  those  few  countries  toward  the  80  percent  of  the  popu- 
lation, which  is  going  to  determine,  in  a  very  real  sense,  the  future 
of  this  planet. 

We  are  now  facing  a  very  different  kind  of  world.  And  the  strat- 
egy that  is  required  for  our  security  in  the  future  is  one  that  will 
deal  with  global  environmental  problems.  And  it  will  have  to  deal, 
not  only  with  global  warming,  but  it  will  have  to  deal  with  those 
on-the-ground  environmental  problems  that  the  developing  coun- 
tries face — soil  loss,  contamination  of  water  supplies,  loss  of  forests, 
loss  of  livelihood,  population  increases,  and  so  on.  We  cannot  deal 
either  with  the  global  environmental  problems,  nor  with  the  on- 
the-ground  problems  in  developing  countries,  except  with  their  co- 
operation, and  so  our  strategy  in  the  future  has  got  to  be  one  that 
enables  us  to  cooperate  with  those  countries  around  the  mutual 
goals  of  ending  poverty  and  protecting  the  resource  base  on  which 
future  generations  depend. 

That  is  as  important  a  part  of  our  international  strategy  as  any- 
thing else  in  the  coming  generations.  And  it  requires  changes  in 
the  agency,  as  well. 

Senator  Sarbanes.  Do  you 

Dr.  Brown.  I  do  believe  they  can  be  made  gradually.  I  do  not  be- 
lieve that  if  it  does  not  happen  this  year  or  next  year,  that  it  will 
not  happen  at  all.  And  I  do  believe  it  can  be  started  without  legis- 
lation. 

Senator  Sarbanes.  Do  you  presuppose  an  agency  that  would 
have  an  operational  capacity  or  an  agency  that  would  be  planning, 
contracting,  monitoring  agency,  while  someone  else  would  have  the 
operating  capacity? 
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Dr.  Brown.  It  has  got  to  be  both,  because  we  are  dealing 
with 

Senator  Sarbanes.  All  right.  Now,  what  do  you  think,  John? 

Mr.  Sewell.  It  has  to  be  both. 

Senator  Sarbanes.  Yes. 

Mr.  Sewell.  And  it  needs  a  strong  policy. 

Senator  Sarbanes.  Pardon? 

Mr.  Sewell.  It  needs  a  brain.  It  needs  a  strong  input  into  policy. 

Senator  Sarbanes.  But  does  your  proposal  essentially  presume 
that  a  significant  portion  of  the  operations  are  going  to  be  shifted 
away  and  be  done  on  a  contractual  basis? 

Mr.  Sewell.  Like  Janet,  I  do  not  think  there  is  an  either/or  an- 
swer to  that;  that  there  are  lots  of  things — where  I  would  disagree 
with  Janet,  for  instance,  is  on  support  for  grassroots  organizations 
directly  from  AID  or  any  entity. 

Any  large  entity  is  going  to  have  to  be  a  wholesaler  of  resources. 
They  are  going  to  have  to  look  for  intermediaries  to  deal  at  the 
grassroots  level,  but  that  can  be  done  through  intermediaries. 

It  has  done  quite  successfully  in  a  number  of  different  cases.  But 
it  has  to  have  both  a  technical  thinking  capacity  and  an  oper- 
ational capacity. 

Senator  Sarbanes.  Well,  now,  I  understand,  but  I  am  trying  to 
get  at  whether  there  will  be  a  significant  shift  in  who  conducts  the 
operations  under  the  proposals  you  are  putting  forth. 

Mr.  Sewell.  I  cannot  give  you  an  exact  percentage.  That  is  a 
good  question  to  ask  Brian  Atwood,  but  you  know,  historically — not 
historically,  but  in  the  past  several  years,  AID  has  moved  increas- 
ingly to  contract  out  what  it  is  doing. 

One  of  the  distinguished  witnesses  on  your  next  panel  could 
probably  speak  to  that  issue — Richard  Bissell.  But  AID  is  now  in 
a  great  contracting  mode  anyway.  What  it  lacks  is  the  technical  ex- 
pertise to  run  that  contracting  intelligently. 

Senator  Sarbanes.  But  do  you  support  that?  What  is  your  posi- 
tion on 

Mr.  Sewell.  I  am  not  sure  what  you  are  asking  me  to  support. 
Am  I — are  you  asking  me:  Will  AID— should  any  successor  agency 
both  have  the  ability  to  contract  out,  as  well  as  monitor?  Yes.  Sure. 

Senator  Sarbanes.  Should  any  successor  agency  significantly  in- 
crease the  amount  of  contracting  out  and  decrease  its  own  direct 
operations?  That  is  the  question. 

Mr.  Sewell.  My  answer  to  that,  without  being  able  to  give  you 
a  specific  percentage,  is  no.  AID  should  move  back  to  being  a  much 
more 

Senator  Sarbanes.  Pardon? 

Mr.  Sewell  [continuing].  AID  should  move  back  to  being  a  much 
more  technically  and  substantively  staff  agency,  and  probably  do 
less  contracting  than  it  does  now,  because  it  does  a  great  deal  at 
the  moment.  Just  so  you  do  not 

Senator  Sarbanes.  So  you  would  do  less  contracting  out 

Mr.  Sewell.  Probably. 

Senator  Sarbanes  [continuing].  And  more  direct  operations. 

Mr.  Sewell.  Yes. 

Senator  Sarbanes.  Dr.  Brown,  do  you  agree  with  that? 
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Dr.  Brown.  I  think  there  will  not  be  any  less  contracting.  I  think 
that  we  have  to  find  more  ways  of  using  the  international  and  gov- 
ernmental voluntary  organizations.  They  are  very  effective  for  cer- 
tain kinds  of  tasks.  I  think  we  can  find  private  for-profit  companies 
that  will  have  a  role  in  this  new  kind  of  cooperation,  especially 
around  pollution  control  technologies  and  issues  like  that.  But  I 
think  that  we  are  still  going  to  have  to  have  within  the  agency 
some  very  strong  technical  people  and  policy  people.  I  do  not  see 
the  mix  getting  very  much  different,  but  I  do  hope  that  in  this  new 
agency,  we  will  free  up  the  staff  to  do  really  good  thinking  about 
development,  really  good  policy  advice  for  other  countries  and 
enough  technical  expertise  really  to  contract  out  in  a  sensible  way. 

Senator  Sarbanes.  Dr.  Haass,  why  do  you  not  address  the  ques- 
tion? I  see  my  time  is  about  up  and  then  I  yield  to 

Senator  Kassebaum.  No.  I  do  not  want  to  hear  him.  I  do  not 
want  to  hear  him. 

Dr.  Haass.  Using  the  old  distinction  between  steering  and  row- 
ing, I  would  think  that  AID  should  largely  be  a  steering  agency. 
And  one  should  leave  field  work  to  voluntary  organizations  and 
nongovernmental  organizations  to  the  extent  possible. 

Essentially,  the  advantage  of  any  government  bureaucracy  is  to 
set  program  guidelines,  to  establish  priorities.  And  the  idea  that 
AID  would  have  to  then  be  manpower-intensive  to  carry  out  the 
programs  themselves  would  be  a  particularly  poor  use  of  govern- 
ment resources. 

Senator  Sarbanes.  So  you  would  see  a  significant  decrease  in  the 
direct  operations  of  AID. 

Dr.  Haass.  Yes,  sir. 

Senator  Kassebaum.  Has  there  not  been  pretty  much  a  shift  in 
that  direction  anyway? 

Dr.  Haass.  Very  much  so.  I  think  that  is  basically  where  we  are 
heading.  And  it  makes  sense  to  reinforce  it  rather  than  reverse  it. 
Obviously,  it  has  got  to  be  with  all  of  the  necessary  oversight. 

And  you  cannot  have  programs  moving  to  the  periphery  without 
having  the  center  have  adequate  oversight  and  so  forth,  but,  again, 
that  ought  to  be  the  division  of  labor  to  the  extent  possible. 

Senator  Sarbanes.  Well,  my  time  is  up.  And  I  am  very  pleased 
that  Senator  Kassebaum  is  here.  As  I  indicated  at  the  outset,  we 
are  very  pleased  to  welcome  her  as  the  ranking  member  on  this 
subcommittee.  I  know  this  is  a  subject  which  has  received  a  lot  of 
her  attention  in  the  past. 

Senator  Kassebaum.  Thank  you,  Mr.  Chairman. 

Well,  indeed,  it  has.  And  sometimes  I  feel  as  frustrated  as  every- 
body else  with  it,  as  we  try  and  figure  out  where  it  could  be  im- 
proved. 

And  it  is  just  terribly  interesting  to  hear  three  of  you  give  your 
views,  because  all  three  of  you  are  experts  in  various  facets  of  this 
whole  arena  and  have  been  following  it  for  some  time  in  various 
ways. 

I  guess,  I  was  initially  struck  by  the  fact  that  both  Mr.  Sewell 
and  Dr.  Brown,  you  were  talking  about,  if  I  am  correct  and  I  apolo- 
gize for  getting  here  a  bit  late.  Both  of  you  came  up  with  a  sustain- 
able development  idea  for  a  new  replacement  of  the  old  AID. 
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As  you  are  both — all  three  of  you  are  well  aware,  the  arguments 
over  the  recent  years  have  been  where  it  should  housed.  Should  it 
be  moved  into  tne  State  Department?  Should  it  be  kept  separate? 

And  the  old  argument,  too,  about  whether  there  should  be  steer- 
ing and  rowing,  as  Dr.  Haass  has  said,  and  also  whether  it  should 
be  managed  from  Washington  or  more  direct  management  in  the 
field. 

I  think,  Mr.  Chairman,  that  we  have  a  unique  opportunity  now. 
With  the  end  of  the  cold  war — and  we  have  used  that  to  acknowl- 
edge it  was  an  opportunity  to  do  many  things,  but  I  think  it  is  and 
I  hope — and  I  certainly  think  that  Ambassador  Atwood  indicated  a 
strong  support  for,  as  he  called  it,  radical  change.  It  is  an  oppor- 
tunity to  try  and  figure  out  some  ways  that  we  could  go. 

It  has  been  very  frustrating  to  me,  though,  in  the  past,  to  figure 
out  how  you  bring  better  coordination,  how  you  do — and  I  suppose 
it  is  through  management,  but  I  think  that  the  guidelines  of  what 
is  done  and  how  we  do  it  has  become  so  fuzzy,  because  we  have 
changed  direction  back  and  forth,  that  we  have  lost  the  clear-cut 
focus  that  we  need. 

When,  Dr.  Brown,  you  talk  about  the  environmental  efforts  and 
you  mentioned  the  water  supply  and  loss  of  forest  and  so  forth,  you 
can  clearly  see  in  Africa,  as  well  as  many  other  areas  of  the  world, 
where  this  becomes  very  important. 

But  I  would  also  say:  How  do  you  coordinate  this  with  the  Envi- 
ronmental Protection  Agency,  all  of  the  other  work  that  is  being 
done  out  of  various  agencies,  regarding  environmental  concerns? 

Again,  I  think  it  is  how  you  pull  this  together,  so  that  there  is 
not  50  different  directions  out  there.  And  whether  it  is  a  separate 
sustainable  development  corporation  or  whether  it  is  called  some- 
thing else,  seems  to  me,  does  not  answer  really  how  we  pull  this 
together. 

That  is  broad-based.  I  would  just  like  to  say  to  Dr.  Haass,  I  am 
a  strong  believer,  as  the  chairman  knows,  in  ending  earmarking. 
I  think  that  it  does  not  necessarily  mean  we  are  going  to  change 
funding  levels. 

And  I  was  very  interested  in  hearing  your  comments  regarding 
Egypt  and  Israel  money,  and  particularly  what  is  happening  in 
Egypt  right  now.  A  lot  of  concerns  over  the  years  about  Egypt  has 
been  the  moneys  they  did  receive  through  AID  and  whether  they 
were  wisely  used. 

But  I  do  not  think  that  it  will  necessarily  change  what — if  the 
case  is  to  be  made — for  increased  funding  either,  but  I  think  that 
flexibility  to  make  a  determination  of  what  is  needed  is  important. 

I  think,  frankly,  it  is  important  for  us  to  decide  whether  it  is 
going  to  be — have  a  development,  as  well  as  an  operational  capac- 
ity. I  think,  as  we  sort  through  this,  that  is  going  to  be  a  crucial 
part  of  it,  whether  we  should  move  more  to  contracting  out  or  more 
to  having  it  all  sort  of  inhouse. 

But,  again,  I  think  that  for  me,  the  larger  question  is  how  you 
coordinate  all  of  these  various  efforts.  It  just  is  extremely  frustrat- 
ing. And  I  think  we  will  miss  some  real  opportunities. 

Let  us  just  take  Russia,  for  example.  In  the  Russian  aid  request 
of  $1.8  million,  who  is  going  to  be  the  lead  team  and  who  all  are 
they  going  to  pull  in  on  what  is  being  done?  We  have  already  seen 
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a  proliferation  of  efforts,  with  everyone  wanting  to  go  out  and  work 
with  democracy  funds. 

Again,  I  think,  we  miss  an  opportunity,  not  only  for  our  own 
thrust  of  efforts  to  be  focused  and  successful,  but  the  coordination 
with  other  countries  and  other  donor  countries  in  these  efforts. 

It  is  more  sort  of  my  own  pondering  than  any  specific  question. 
I  do  not  know  if  anyone  has  any  further  observations  than  you 
have  already  offered,  unless  it  would  be  on  the  Russian  aid  pack- 
age and  who  is  going  to  be  sort  of  the  lead  agency  in  helping  pro- 
vide direction  for  that. 

Dr.  Haass.  Can  I  say  something  on  that?  I  think  the  Russian  aid 
package  is  the  perfect  example  of  two  things.  One,  why  you  need 
some  flexibility,  given  how  conditions  there  evolve.  And  second,  it 
argues  for  why  the  aid  decisionmaking  apparatus  needs  to  be  fully 
integrated  within  the  foreign  policy  apparatus. 

If  you  have  to  make  choices  between  promoting  this  program  for, 
say,  democratic  development,  this  for  market  reform,  this  for 
denuclearization,  or  what  have  you,  there  has  got  to  be  some  place 
where  priorities  are  determined. 

The  danger  is,  otherwise,  that  you  have  so-called  humanitarian 
priorities  competing  all  of  the  time  with  strategic  or  political  prior- 
ities. And,  again,  I  think  this  is  an  argument  for  the  Secretary  of 
State  being  the  person  who  ultimately  oversees  these  decisions, 
thereby  increasing  the  chances  that  you  will  have  some  program 
coherence. 

Mr.  Sewell.  I  thought  of  that,  Senator,  because  I  think  it  is  a 
very  important  question  indicative  of  the  new  problems  that  the 
Congress  and  the  administration  face. 

The  question  of  managing  the  policy  of  assisting  the  transition 
in  the  former  Soviet  Union  goes  far  beyond  anything  AID  or  any 
of  its  successors  might  do.  This  is  absolutely  the  essential  foreign 
policy  issue  for  the  United  States. 

And  it  demands  joining  together  two  capacities  in  the  U.S.  Gov- 
ernment which  do  not  normally  coexist.  One  is  a  detailed  knowl- 
edge of  societies  and  politics  and  cultures  of  the  components  of 
what  was  the  Soviet  Union. 

The  other  is  the  knowledge  of  the  process  of  economic  trans- 
formation, particularly,  the  role  of  the  multilateral  institutions, 
which  resides,  if  anywhere,  in  Treasury  and  a  few  other  places. 

Those  two  do  not  exist  anywhere  in  the  same  institution  in  the 
U.S.  Government,  unless  they  are  brought  together  and  utilize  the 
experience,  frankly,  drawn  from  Latin  America  over  the  last  10 
years  of  running  political  and  economic  reform  together,  we  will  be 
at  a  loss. 

AID  or  its  successor,  which  I  believe  should  be  functionally  ori- 
ented, could  play  a  useful  complimentary  role  in  dealing  with  de- 
mocracy and  dealing  with  environmental  transformation  and  deal- 
ing witn  promoting  private  entrepreneurs,  but  this  is  a  very  large 
issue,  and  to  put  that  on  the  shoulders  of  your  bilateral  develop- 
ment agency  just  as  all  of  the  changes  that  have  gone  on  in  the 
world. 

Senator  Kassebaum.  I  think  that  is  very  true.  I  was  interested 
in  Dr.  Brown's  testimony  on  this  subject,  and  working  off  that  a  bit 
about  the  structural  adjustment. 
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And  IMF  and  World  Bank  are  sort  of  taking  their  old  and  inde- 
pendent direction.  And  I  am  not  quarreling  with  that,  but  to  see 
it  succeed,  there  has  to  be  some  coordination,  so  you  have  got  some 
sustainable  ways  to  move  that  forward. 

I  think  this  is  particularly  evident  when  you  look  at  some  of  the 
countries  in  Africa.  And  there  is  not  an  effort  to  sort  of  pull  it  all 
together.  And  the  same  thing  could  well  happen  with  the  Russian 
aid. 

Mr.  Sewell.  This  is  why  I  think  it  is  terribly  important  that  the 
administration  come  forward  with  some  understanding  about  how 
they  are  going  to  coordinate  these  policies,  not  only  within  the  U.S. 
Government  in  terms  of  the  agencies,  such  as  EPA,  that  have  an 
important  role  to  play,  but  also  with  the  multilateral  institutions, 
because,  so  far,  the  input  of  either  AID  or  any  of  the  State  Depart- 
ment into  U.S.  positions  at  the  multilateral  institutions  which  now 
dominate  the  business,  is,  at  best,  arm's  length. 

Dr.  Brown.  It  does  come  down,  as  you  say,  to  the  problem  of  co- 
ordination. And  I  have  never  been  at  a  hearing  when  this  was  not 
an  issue.  You  have  to  think  about  the  problems  of  coordination  on 
two  different  levels. 

And  one  of  them  is  within  the  U.S.  Government,  amongst  the 
Federal  agencies,  if  we  are,  in  fact,  now  going  to  try  and  help  coun- 
tries deal  with  their  so-called  modern  environmental  problems, 
those  problems  that  come  from  industrialization  and  moderniza- 
tion, the  pollution  kinds  of  problems,  then  AID  is  not,  at  present, 
staffed  up  to  do  that.  And  I  assume  that  even  though  the  new  sus- 
tainable development  agency  would  be  the  lead  agency  with  some 
experts  in  that  area  on  the  staff,  that  they  would  look  to  other  Fed- 
eral agencies,  the  new  Department  of  Environment,  to  cooperate  on 
those  particular  kinds  of  issues,  as  they  have  done  in  the  past.  I 
think  there  will  be  necessarily  more  of  that.  And  you  are  absolutely 
correct  that  if  it  is  not  thought  of  as  a  problem  of  coordination  and 
handled  in  that  way,  it  will  not  work  very  well. 

The  other  problem  is  the  one  that  John  refers  to  in  terms  of  deal- 
ing with  the  multilateral  agencies.  I  do  believe  that  the  same  im- 
peratives that  our  larger  strategy  is  in  dealing  with  the  developing 
countries  have  got  to  pervade  our  policies  toward  the  World  Bank 
and  the  U.N.  agencies,  as  well  as  our  development  assistance  pro- 
grams. 

And  those  other  folks,  along  with  former  Senator  Worth,  who  as 
responsibility  in  the  global  issues,  are  now  all  in  the  State  Depart- 
ment. And  coordination,  there,  of  the  international  issues  is  very 
important. 

Senator  Sarbanes.  Senator  Feingold? 

Senator  Feingold.  Thank  you,  Mr.  Chairman. 

I  was  struck  by  Dr.  Brown's  remarks  regarding  Somalia,  for  ex- 
ample, that  the  cost  of  not  intervening,  of  not  acting,  sometimes, 
requires  us  to  clean  up  a  mess  or  terrible  problem  that  we  might 
have  avoided  if  we  had  done  something  about  it  in  the  first  place. 

I  wonder  if  it  would  be  possible  if  each  of  you  could  give  me  an 
example  of  where  our  development  efforts  have  worked.  What 
would  be  the  models  that  we  could  draw  on,  so  that  we  could  get 
a  sense  of  how  to  do  that? 
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Mr.  Sewell.  Well,  let  me  just  respond  to  that,  Senator,  because 
in  our  white  paper,  we  have  tried  to  spell  out  quite — what  has  been 
accomplished,  if  I  can  put  it  that  way,  over  the  last  30  or  40  years. 

I  would  point  out,  however,  that  there  was  no  neglect  of  Somalia 
that  led  to  the  problem  in  the  1980's.  If  you  count  both  military 
and  economic  assistance,  the  United  States  provided  $780-some- 
odd  million  to  Somalia,  in  the  decade  of  the  1980's  alone. 

And  in  the  words  which  have  been  immortalized  in  these  Halls, 
that  is  almost  real  money  for  a  country  that  small.  So  it  is  not  ne- 
glect. It  is  partially  what  we  aided  and  abetted,  literally. 

I  think  when  you  look  out  over  the  development  record  of  the  last 
40  years,  there  is  only  four  points  I  would  like  to  make.  One  is,  a 
great  deal  has  been  accomplished.  Many  countries,  now,  are  in  a 
quite  different  position  than  they  were  in  1950. 

The  World  Bank  had  a  marvelous  chart  which  showed  that  it 
took  Great  Britain,  in  the  19th  century — in  the  18th  century,  60 
years  to  double  per  capita  income.  It  took  us  55  years  in  the  19th 
century.  It  took  South  Korea  18  years. 

And  it  took  China  10,  to  double  per  capita  income.  And  the  living 
standards  and  economic  growth  have  been  rather  remarkable. 
China  will  grow  at  13  percent  this  year,  a  growth  rate  which  I 
think  President  Clinton  would  look  upon  with  some  envy.  And  it 
is  true  in  terms  of  social  progress. 

Second,  we  have  learned  an  awful  lot  in  the  aid  business.  There 
is  no  substitute  for  good  policies  within  countries,  both  economic 
and  in  terms  of  equity;  that  investment  people  are  terribly  impor- 
tant, whether  it  is  education  or  primary  education,  higher  edu- 
cation; particularly,  in  enhancing  the  role  of  women,  which  is  es- 
sential to  a  number  of  social  problems. 

A  country  like  Pakistan  with  10  or  less  percent  female  illiteracy 
is  so  far  behind  that  it  will  face  great  difficulties. 

Third  is  that  are  no  more  shortcuts.  It  takes  time.  Even  the  great 
success  of  Chile  for  market-oriented  economic  reform,  it  has  taken 
10  years  before  Chile  has  gotten  back  on  track.  It  is  going  to  take 
the  Soviet  Union,  the  components  of  the  Soviet  Union,  a  great  deal 
longer;  to  do  so  in  Africa,  even  longer. 

Finally,  that  in  very  useful  ways,  external  assistance  could  be 
very  useful.  And  you  can  run  down  the  list  of  successes  in  agri- 
culture, family  planning,  in  education  in  some  countries,  where  it 
is  quite  remarkable,  but  countries  that  have  done  well,  have  done 
well  because  of  their  ability  to  come  to  grips  with  their  own  prob- 
lems between  themselves. 

As  a  result  of  that,  as  I  said  earlier,  when  you  look  at  overall  de- 
velopment policy,  what  we  do  in  trade  and  investment  and  finance, 
is,  in  many  cases,  much  more  important  than  what  we  do  in  aid. 

So,  therefore,  what  we  do  in  aid  has  to  be  focused  on  problems 
that  are  of  interest — whose  solution  is  of  interest  both  to  ourselves 
and  to  the  developing  countries. 

Dr.  Brown.  I  would  add  just  two  examples  to  John's  list.  One  is 
to  emphasize  the  gains  made  in  the  whole  population  program.  The 
United  States  was,  initially,  in  the  early  years,  the  real  leader  that 
insisted,  among  all  of  the  donor  countries,  of  the  importance  of 
family  planning.  And  thanks  to  bipartisan  support  in  both  Houses 
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on  Congress,  that  part  of  the  budget  has  remained  intact.  It  re- 
mains, still,  a  very,  very  important  area. 

And  I  would  point  out,  also,  that  in  the  environmental  field,  it 
was  the  United  States  and  AID  which  led  the  way  amongst  all  of 
the  other  bilateral  agencies  on  pointing  out  the  importance  of  the 
environmental  issues  15  and  20  years  ago.  We  really  plowed  new 
ground  then.  And  I  believe  that  it  will  be  the  United  States,  again, 
that  takes  the  leadership  on  these  issues. 

As  Senator  Sarbanes  said,  to  start  with,  the  leadership  issue  is 
very,  very  important.  And  I  do  believe  that  the  global  environ- 
mental issues  will  not  really  be  handled  by  other  nations  until  we, 
in  the  United  States,  take  a  lead.  And  within  the  development 
process,  that  means  taking  a  lead  in  pointing  the  interaction  be- 
tween the  economic  and  the  environment. 

Dr.  Haass.  Senator,  you  asked  where  foreign  aid  worked.  You 
can  basically  figure  out  where  it  has  worked  by  looking  where  it 
is  not  going  as  much  as  it  used  to.  It  is  one  of  the  few  programs 
I  know  where  your  reward  is  getting  less. 

But  if  you  look  at  Western  Europe,  if  you  look  at  Central  Amer- 
ica, if  you  look  at  a  lot  of  east  Asia  and  the  Pacific,  you  have  tre- 
mendous success  stories,  where  countries  have  grown  their  way  out 
of  it. 

I  just  think  that  two  of  the  lessons  I  would  note  is  that  one,  we 
cannot  expect  foreign  aid  to  solve  all  of  our  foreign  policy  problems. 
And  when  we  piggyback  a  lot  of  nongermane  issues  onto  it,  we  are 
potentially  asking  for  trouble. 

And  second,  foreign  aid  cannot  solve  all  of  a  country's  economic 
problems;  that  what  their  own  government  does  or  does  not  do  in 
the  long  run  will  probably  matter  an  awful  lot  more  in  certain 
cases  than  the  amount  of  aid  we  decide  to  give  them. 

Senator  Feingold.  Thank  you. 

Mr.  Sewell.  Could  I  just  add  to  that?  I  think  one  important  les- 
son is  what  Dr.  Haass  referred  to  obliquely,  is  that  there  has  been 
a  vast  confusion,  particularly  in  this  country,  about  wanting  to  do 
everything  with  whatever  dollar  of  foreign  aid  you  are  talking 
about. 

And  Americans  have  a  propensity.  We  want  all  good  things  to  go 
together.  We  want  to  protect  our  security  interests,  promote  democ- 
racy and  sustain  the  environment,  and  so  on  and  so  forth. 

And  one  of  the  real  lessons  we  have  learned  is  that  we  are — and 
this  is  particularly  germane  to  political  aid — is  you  better  decide 
what  you  want  out  of  it.  If  you  want  peace  in  the  Middle  East,  it 
may  be  better  to  write  a  cneck  to  Egypt  every  year,  just  as  we 
write  a  check  to  Israel,  and  let  them  buy  our  technical  assistance. 

It  is  much  more  politically  easier  to  manage.  It  is  much  easier 
to  manage  bureaucratically.  And  you  can  make  judgments  about 
whether  you  are  getting  peace  in  the  Middle  East  and  this  money 
is  worth  it.  And  you  could  take  any  foreign  policy  issue  in  that  re- 
gard. 

That  is  quite  different  than  trying  to  deal  with  global  warming 
or  AIDS  or  enhancing  the  role  of  women  or  promoting  democracy 
or  any  other  very  important  purpose  we  may  have.  And  in  confus- 
ing the  two,  we  have  managed  to  confuse  ourselves  along  with  ev- 
erybody else. 
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Senator  Feingold.  OK.  Let  me  follow  up  with  you.  You  observe 
in  your  testimony  that  the  United  States  no  longer  dominates  the 
development  business,  and  that  multilateral  development  banks 
are  central  to  the  process.  You  also  note  that  other  countries,  such 
as  Japan,  are  also  making  significant  contributions. 

Can  you  give  me  a  little  more  detail  about  how  the  United  States 
can  coordinate  with  these  potential  partners?  What  are  our  sort  of 
strengths  and  weaknesses  that  we  bring  to  the  table? 

Mr.  Sewell.  Let  me  respond  to  that  both  substantively  and  sort 
of  bureaucratically.  Aid  coordination  is  one  of  the  issues  where  the 
people  have  grappled  for  a  long  time.  The  difficulty,  of  course, 
comes  between — just  take  the  OECB  countries.  The  purposes  and 
emphases  of  their  aid  programs  differ  widely  and,  therefore,  are 
difficult  to  coordinate. 

There  is  a  long-existing  mechanism  within  the  OECB  called  the 
Development  Assistance  Committee,  which  has  looked  at  aid  issues 
now  since  the  1950's.  It  is  an  informal  coordinating  mechanism. 

It  meets  periodically.  The  heads  of  the  eight  agencies — the  bilat- 
eral eight  agencies  with  the  multilateral  eight  agencies,  meet  to- 
f  ether  once  a  year,  just  to  keep  track  of  what  each  other  are  doing, 
here  is  a  fairly  good  interchange  between  AID  and  their  profes- 
sional counterparts,  either  across  functional  or  geographic  lines. 

The  United  States  has  looked  to  it  for  leadership,  historically.  It 
is  looked  to  because  of  the  size  of  our  program,  which  is  still  very 
large — I  have  not  seen  the  recent  figures,  but  whether  we  or  Japan 
are  financially  the  largest,  is  sort  of  a  moot  point. 

Between  the  two  of  us,  we  provide  probably  40  percent  of  the  aid, 
of  overall  bilateral  aid — and  because  we  have  a  great  deal  of  exper- 
tise, both  within  the  government  and  outside  of  the  government, 
and  a  lot  of  hands-on  experience  in  developing  countries.  AID's 
missions  are  still  looked  to  as  the  best  of  the  missions  of  any  bilat- 
eral program. 

And  it  is  interesting  that  still,  despite  our  economic  problems 
and  the  fact  that  there  are  many  more  donors,  we  are  still  looked 
to  for  leadership  in  a  variety  ways. 

The  real — there  are  several — two  major  problem  areas.  One  is  be- 
tween the  United  States  and  Japan,  where,  frankly,  interchange 
has  been  less  than  optimal  for  a  whole  a  variety  of  reasons,  which 
I  would  be  happy  to  go  into,  but  the  two  countries  are  the  major 
aid  donors. 

Japan  is  going  up.  And  it  is  going  to  go  up  much  more  rapidly 
in  the  next  5  or  so  years.  And  thinking  in  the  Clinton  administra- 
tion about  increasing  cooperation  between  the  United  States  and 
Japan  is  very  important. 

The  other  is  in  a  field  which  Senator  Kassebaum  knows  well.  Af- 
rica faces  the  challenge  of  both  getting  too  much  aid  and  too  little 
aid. 

World  Bank  only  provides  11  percent  of  the  aid  to  Africa,  but  it 
dominates  the  policy  debate  and  the  rest  comes  in  through  22- 
some-odd  bilateral  aid  programs,  the  total  of  which  is  less  than  the 
sum  of  the  parts,  because  there  is  very  little  coordination  in  the 
real  world  on  aid  to  Africa  among  the  22  bilateral  agencies. 

And  that  is  a  historical  shift.  When  the  United  States  was  deeply 
involved  in  India,  we  were  the  only  donor.  The  British  had  with- 
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drawn,  the  World  Bank  was  still  a  bank,  and  the  U.S.  aid  director 
could  look  in  the  mirror  in  the  morning  and  coordinate  the  aid  pro- 
gram with  the  Indians.  That  is  not  true  anywhere  in  the  world 
anymore.  There  is  a  whole  multiplicity  of  donors. 

So  that  using  your  aid  strategically  to  set  agendas  and  to  coordi- 
nate and  lever  other  people's  money  is  terribly  important.  And 
there  are  considerable  examples  of  that,  most  notably  child  sur- 
vival programs  over  the  last  10  years,  where  the  United  States  can 
take  a  very  creative  lead  in  setting  the  agendas  without  drastically 
increasing  the  money. 

Thank  you. 

Senator  Sarbanes.  Senator  Jeffords. 

Senator  Jeffords.  Mr.  Chairman,  first,  it  is  a  pleasure  to  be  on 
your  subcommittee.  And  I  look  forward  to  working  with  you  and 
our  ranking  member  on  the  very  important  issues  that  will  come 
before  this  subcommittee. 

I  would  like  to  follow  up  on  some  of  the  questioning  here  and  I 
ask  that  my  statement  be  made  part  of  the  record. 

I  am  very  interested  in  the  environmental  aspects  of  develop- 
ment. And  I  am  interested  in  how  we  can  best  ensure  that  develop- 
ing nations  are  not  exploited.  How  we  can,  as  a  nation,  try  to  get 
adherence  to  environmental  standards,  so  that  we  can  show  our 
leadership  and  at  the  same  time  enhance  the  opportunities  for  our 
own  business  community.  How  can  we  help  other  countries  to  de- 
velop without  finding  ourselves  at  a  disadvantage  from  other  na- 
tions that  are  not  living  up  to  tho  same  kind  of  standards. 

I  would  appreciate  any  comments  you  would  have  on  that. 
Should  we  try  to  work  through  the  U.N.  to  get  a  set  of  standards 
developed  or  through  bilateral  agreements.  How  would  you  proceed 
to  see  that  we  can  assert  a  leadership  role  by  ensuring  that  we  do 
not  exploit  the  environment  of  other  countries? 

[The  prepared  statement  of  Senator  Jeffords  follows:] 

Prepared  Statement  of  Senator  Jeffords 

Today  we  will  hear  from  representatives  of  private  organizations  that  have  played 
truly  a  vital  role  in  making  sure  our  foreign  assistance  programs  really  work.  It  is 
fitting  that  we  will  hear  their  advice  on  what  should  be  the  priorities  01  U.S.  foreign 
aid  in  the  post-Cold  War  era.  In  addition  to  the  groups  represented  today,  I  would 
note  that  Bread  for  the  World  has  done  an  excellent  job  of  articulating  goals  and 
priorities  for  U.S.  foreign  assistance.  Their  work  will  be  very  helpful  to  us  as  we 
reorganize  our  aid  programs. 

Foreign  assistance  is  not  a  zero-sum  program  for  the  United  States.  When  we  pro- 
mote democracy  and  long-term  economic  well-being  abroad,  we  build  a  more  peace- 
ful and  prosperous  world  for  U.S.  citizens. 

Governments  that  protect  their  countrymen's  human  rights,  and  base  their  power 
on  democracy,  are  less  likely  to  go  to  war,  or  to  threaten  the  security  of  other  na- 
tions. It  is  in  our  national  interest  to  help  build  democratic  institutions  abroad. 

We  provide  humanitarian  and  economic  assistance  not  just  because  it  is  morally 
right.  It  also  makes  sense.  Investing  in  human  beings  is  the  first  step  in  long-term 
development.  We  must  do  so  at  home  and  we  have  a  duty  as  a  democratic  society 
to  help  people  overseas  do  the  same  for  themselves.  As  we  help  people  feed,  educate, 
and  train  themselves,  they  become  productive  members  01  society,  and  build  a 
stronger  self-sustaining  economy. 

Having  said  that,  we  all  recognize  the  need  to  reorganize  our  foreign  assistance 
policy  and  programs.  We  have  limited  resources  to  apply  to  foreign  development.  We 
must  ensure  we  are  funding  programs  that  give  us  the  most  for  our  money. 

Over  the  years,  our  aid  program  has  been  driven  too  much  by  what  Washington 
thinks  should  be  done,  and  too  little  by  what  the  needs  are  on  the  ground.  We  are 
here  today  to  hear  what  people  with  experience  in  the  field  have  to  say.  Then  we 
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will  continue  to  work  with  the  Administration  to  re-evaluate  our  policy  priorities, 
and  design  the  best  programs  to  fit  those  new  priorities. 

Dr.  Brown.  I  guess  I  certainly  would  not  start  with  the  U.N. 
agencies  and  set  out  to  develop  a  whole  set  of  standards  that  would 
apply  to  everybody.  It  just  will  not  work.  It  would  take  us  forever. 
You  could  not  get  agreement. 

I  think  you  have  to  start  where  you  have  opportunities.  And  it 
is  quite  obvious  that  we  have  an  opportunity  with  Mexico,  for  in- 
stance; that  we  have  an  opportunity  beyond  Mexico,  in  the  rest  of 
Latin  America,  which  is  very  keen  on  economic  integration,  on  the 
lowering  of  trade  barriers.  There  is  a  very  high  degree  of  enthu- 
siasm in  the  Western  Hemisphere  right  now  for  economic  integra- 
tion, for  liberalizing  trade.  And  in  that  there  is  a  real  opportunity, 
especially  since  the  United  States  is,  in  fact,  the  market  which 
every  one  of  those  countries  wants  into.  And  so  there  is  a  point  of 
leverage  there  where,  in  fact,  we  can  insist  on  some  things  happen- 
ing. And  that  is  happening.  It  is  not  easy  with  Mexico.  There  has 
been  a  lot  of  friction  over  the  parallel  agreements  on  social  issues 
and  on  environmental  standards,  but,  in  fact,  it  is  coming. 

And  I  do  believe  we  are  going  to  have  a  NAFTA  which  is  par- 
alleled by  some  broader  initiatives  on  the  economic  and  environ- 
mental grounds.  And  I  think  that  those  will  be,  quite  quickly,  ex- 
tended as  the  trade  agreements  are  extended  to  other  Latin  Amer- 
ican countries,  some  of  whom  are  lined  up  and  knocking  on  the 
door  and  want  to  be  the  next  country  to  join  in. 

That  is  a  particular  opportunity.  I  do  believe  that  if  you  had  a 
new  sustainable  development  agency  that  was  focused  on  these 
kinds  of  social  and  environmental  issues,  that  you  would  have,  em- 
bodied in  the  mission  and  the  operations  of  that  agency,  a  parallel 
program  that  would  do  what  the  environmentalists  and  what  the 
labor  unions  are  concerned  about  in  the  NAFTA  agreement. 

So,  I  think  this  new  sustainable  development  agency  is  a  lot 
more  important  than  AID  has  been  in  the  past,  but  I  think  it  will 
only  be  important  if  it  faces  a  whole  new  set  of  issues  and  thinks 
about  those  in  a  different  kind  of  context  than  in  the  past. 

Senator  Sarbanes.  Dr.  Haass. 

Dr.  Haass.  I  have  nothing  to  say  specifically  about  environ- 
mental programs,  other  than  to  say,  it  just  raises  a  caution  flag 
about  having  aid  dictated  by  any  single  set  of  concerns. 

Environmental  concerns  are  important,  but  they  have  got  to  be 
weighed  against  a  host  of  other  possible  foreign  policy  or  humani- 
tarian issues.  And  that  is  the  reason  I  start  getting  nervous  when 
I  think  about  one  particular  lens  or  filter  becoming  dominant. 

So,  yes,  environmental  concerns  ought  to  be  coordinated  with 
others,  whether  it  is  through  normal  machinery  or  the  G7  or  what 
have  you,  but  I  just  think,  here,  environmental  concerns  have  to 
be  put  somewhere  on  that  masthead  of  priorities. 

And  maybe  in  some  cases  it  happens  to  be  dominant,  but  I  can 
think  of  an  awful  lot  of  cases  where  it  is  not  going  to  be  dominant. 

And  my  only  concern  is  singling  it  out  as  somehow  a  totem  for 
future  aid  allocations. 

Dr.  Brown.  If  you  do  not  deal  with  them,  they  will  become  domi- 
nant. 
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Senator  Jeffords.  I  will  not  disagree  with  you,  but  I  would  in- 
clude a  number  of  other  things — workers'  rights  and  commercial 
ethics — things  that  we  could  provide  guidance  in,  in  order  to  en- 
sure that  the  people  are  not  exploited. 

I  was  also  thinking  in  terms  of  central  Asia,  where  I  traveled  last 
year.  Incredible  environmental  devastation  has  occurred  there.  But 
more  importantly,  I  am  concerned  that  many  of  the  leaders  were 
getting  involved  in  privatization,  looking  more  toward  profiting 
themselves  than  to  benefiting  the  people.  I  am  trying  to  figure  out 
how  we  could  get  some  agreement  among  the  G7  countries  and  oth- 
ers, that  when  we  go  in  there,  we  have  a  set  of  standards  to  guide 
us  and  to  ensure  tnat  we  do  not  exploit  the  environment  or  the 
people.  I  have  been  thinking  about  how  we  try  to  deal  with  these. 

Senator  Sarbanes.  Mr.  Sewell. 

Mr.  Sewell.  Senator,  I  just  would  like  to  add  two  things.  One 
of  which  is  that  following  up  on  the  agreements  reached  at  the  con- 
ference in  Rio  last  year,  it  was  terribly  important.  It  is  going  to 
have  to  centrally  involve  the  agencies  of  the  U.N.,  as  well  as  the 
World  Bank. 

Second,  as  Janet  Brown  has  alluded  to,  the  United  States,  at 
times,  neglects  a  great  strength  we  have.  And  your  reference  to 
central  Asia  brought  this  to  mind,  is  that  for  all  of  its  faults,  the 
United  States  over  the  past  10  or  20  years  has  developed  a  capacity 
of  regulating  its  own  environment,  which  is  not  bad. 

And  providing  technical  assistance  to  the  countries  to  deal  with 
their  industrial  problems  or  in  a  very  broad  sense  of  that  word, 
which  we  do  both  through  the  private  sector  and  through  the  pub- 
lic sector — through  EPA  and  OSHA  and  a  whole  range  of  other  ac- 
tivities. 

These  are  the  kinds  of  policies  and  institutions  that  will  be  need- 
ed by  countries,  particularly  in  Eastern  Europe  and  the  former  So- 
viet Union,  but  also  in  Brazil  and  Mexico  and  India  and  China, 
where  we  really  do  have  something  to  offer  in  terms  of  technical 
expertise,  which  is  quite  different,  by  the  way,  from  the  kind  of  aid 
programs  one  would  have  thought  about  and  problems  one  would 
have  thought  about  20  or  30  years  ago. 

Senator  Jeffords.  Let  me  switch  to  another  exciting  area  to  me, 
and  that  is  the  creation  of  a  national  service  organization. 

But  it  seems  to  me  that  it  provides  tremendous  opportunities  for 
NGO's  and  others  to  be  able  to  take  the  advantage  of  the  willing- 
ness of  young  people  of  this  country  to  participate  in  organizations 
in  order  to  take  care  of  their  higher  education  obligations. 

And  I  wonder  if  you  have  thought  about  that?  How  could  stu- 
dents be  utilized  and  what  advantage  that  might  be  to  our  country 
if  we  provided  more  international  opportunities  to  our  young  people 
to  get  out  there  in  the  world  when  they  are  out  of  college  or  even 
out  of  high  school? 

Mr.  Sewell.  Perhaps  I  can  respond  to  that  initially.  I  think 
that — I  have  not  read  the  details  of  the  President's  proposals.  So 
I  am  not  really  quite  clear  on  how  much  international  service  fits 
into  the  proposals. 

That  having  been  said,  I  have  often  felt,  personally,  that  the 
Peace  Corps  itself  should  be  expanded.  And  it  could  be  done  so  at 
a  budgetarily  very  low  cost. 
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This  country  would  have  been  in  very  bad  shape  in  terms  of  its 
international  expertise,  if  we  did  not  have  120,000  or  130,000 
Peace  Corps  alumni,  who  are  now  emerging  in  positions  of  power 
and  influence  throughout  the  United  States. 

Therefore,  even  if  it  were  slightly  negative  for  the  Third  World, 
it  is  still  a  good  program  because  of  the  benefits  to  the  United 
States. 

At  ODC,  we  see  a  tremendous  demand  for  opportunities  for 
younger  people  to  serve  overseas,  far  outstripping  the  availability 
of  people  to  do  so,  both  through  nongovernmental  organizations,  as 
well  as  Federal  institutions,  like  the  Peace  Corps. 

And  I  would  think  that  any  way  that  could  be  expanded,  in 
terms  of  international  expertise,  would  benefit  the  United  States 
immensely. 

I  do  want  to  put  in  a  plea,  however,  which  seems  more  salient 
year  by  year,  and  that  is  there  are  a  number  of  Americans  who  do 
not  consider  themselves  old,  who  would  also  be  perfectly  willing  to 
serve  in  those  capacities  and  provide  a  great  deal  of  technical  ex- 
pertise, as  they  retire  early  or  move  on  to  some  different  stage  of 
their  professional  career. 

Senator  Jeffords.  Oh,  I  agree  with  you,  entirely,  on  that  com- 
ment. 

Senator  Sarbanes.  Is  there  any  other  comment  on  that? 

Dr.  Brown.  Well,  as  one  who  lobbied  in  the  mid-1950's  for  Peace 
Corps,  when  I  was  a  student,  I  am  still  in  favor  of  it.  And  I  was 
struck  when  the  President  was  holding  his  2-day  economic  summit 
in  Arkansas  earlier  this  year  and  that  there  seemed  to  be  this  ten- 
sion about  where  you  invest  for  the  future  of  this  country.  I  was 
struck  by  the  comparability  to  the  arguments  people  were  making 
about  what  you  needed  to  invest  in  human  capabilities  and  institu- 
tional capacities  of  this  country  as  an  investment  in  the  future,  and 
the  same  arguments  that  I  would  make  for  investing  in  those  same 
kinds  of  efforts  in  developing  countries.  It  is,  in  fact,  when  you 
build  a  strong  base  and  create  economic  activity,  that  you  create 
markets  for  U.S.  goods  overseas.  But  that  is,  in  fact,  a  long-range 
effort.  It  is  not  something  that  you  can  do  overnight.  And  we  can- 
not expect  it  to  happen  overnight,  but  the  investment  now  is  abso- 
lutely necessary. 

Senator  Jeffords.  I  do  not  have  anything  to  say  on  that. 

Senator  Sarbanes.  Well,  we  have  another  panel  that  has  been 
waiting  very  patiently.  I  just  want  to  throw  out  some  observations 
for  the  sake  of  the  dialog.  And  if  it  provokes  a  sharp  response  at 
the  table,  I  would  be  happy  to  hear  it. 

But  I  am  having  great  difficulty  in  understanding  why  people  are 
recommending  a  new  agency,  particularly  when  it  appears  that,  at 
least  for  most  people  at  the  table,  it  would  continue  to  be  an  oper- 
ating agency.  I  could  understand  if  they  were  proposing  that  it  be- 
comes a  simple  grant  awarding  agency. 

I  have  this  concern,  you  know,  that  the  tree  may  be  so  diseased 
that  the  only  thing  to  do  is  to  cut  it  down,  but  then  if  you  cut  it 
down,  there  will  always  be  the  problem  of  whether  you  be  able  to 
grow  anything  in  its  place. 

Now  that  is  a  difficult  problem.  If  you  cut  down  the  tree,  it  raises 
the  fundamental  question:  Should  you  grow  another  tree  there? 
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The  alternative  then  is  to  prune  the  tree  with  which  you  are  hav- 
ing problems,  maybe  radically  prune  it,  but  that  does  not  raise  the 
fundamental  question  of  whether  there  is  going  to  be  a  tree  there 
or  not. 

In  other  words,  my  concern  is  that  all  the  criticism  of  the  aid 
program  might  result  in  there  being  no  aid  program.  There  seems 
to  be  a  certain  presupposition  that  this  won't  happen,  but  I  think 
that  is  open  to  debate.  I  mean,  is  the  argument  that  we  should  not 
have  any  aid  program  at  all  or  is  the  argument  that  what  we  have 
is  not  being  done  very  well? 

And  second,  is  the  pressure  for  a  new  agency  prompted  by  a  fail- 
ure to  address  domestic  needs?  I  happen  to  believe  that  very 
strongly.  I  think  that  the  debate  sharpens  when  there  is  perception 
domestic  needs  are  not  being  met. 

What  we  have  to  say  to  people  is:  "Look.  We  have  to  address 
both  international  and  domestic  needs,"  because  if  you  put  it  as  an 
either/or  choice,  it  is  very  clear,  particularly  when  people  see  seri- 
ous domestic  problems,  where  they  are  going  to  end  up. 

I  mean,  if  you  say  to  people:  "We  are  not  going  to  address  your 
domestic  problems,  but  we  are  going  to  try  to  help  the  former  So- 
viet Union,"  they  are  going  to  say:  "Now,  wait  a  minute  here." 

That  is  my  first  observation. 

The  second  one  is  it  is  not  clear  to  me  how  you  are  ever  going 
to  get  the  aid  agency  completely  distanced  from  the  political  deci- 
sions of  the  State  Department  or  the  overall  decisions  about  what 
will  serve  our  national  interests.  That  is  a  very  difficult  question. 
And  the  existing  arrangement,  which  is  by  no  means  perfect,  did 
try  to  bridge  that  gap. 

My  final  observation  is  on  the  earmarks:  If  you  pulled  out  the 
basic  earmarks,  you  wouldn't  carry  the  program.  I  mean,  in  politi- 
cal terms,  some  of  the  earmarks  are  very,  very  important  for  pass- 
ing the  bill. 

They  also  represent  congressional  judgments  that  we  are  pre- 
pared to  commit  this  kind  of  resources  for  this  particular  purpose, 
but  we  are  not  prepared  to  commit  them  for  just  any  purpose. 

And  I  have  never  quite  understood  the  argument  against  ear- 
marks, because  in  most  appropriation  bills  we  set  each  line  item 
in  a  pretty  detailed  fashion.  Take  the  Armed  Services'  budget,  for 
example. 

And  yet,  here,  we  get  the  argument,  "Well,  just  give  us  a  lump 
figure  and  let  us  do  with  it  as  we  would." 

And  I  have  a  lot  of  difficulty  with  that.  But  those  are  just  some 
observations  I  want  to  throw  into  the  dialog. 

Mr.  Sewell.  Do  you  want  a  response? 

Senator  Sarbanes.  If  you  have  a  brief  response. 

Mr.  Sewell.  A  brief  response  is  that  you  are  quite  right.  I  mean, 
if  you  look  at  all  of  the  recent  poll  data,  nobody  is  in  favor  of  for- 
eign aid. 

I  think  part  of  the  reason  is  the  tradeoff  of  domestic — perceived 
neglect  of  domestic  priorities,  but  part  of  it,  because  Americans  are 
not  dumb.  They  have  some  sense  of  where  our  aid  is  going  and 
what  it  is  doing. 

If  you  ask  them  what  they  want  aid  to  do,  it  is  to  promote  de- 
mocracy, deal  with  environmental  issues  and  promote,  in  some 
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broad  sense,  American  economic  interests.  There  is  a  fair  amount 
of  poll  data  on  that. 

Second,  it  is  very  interesting,  within  the  group  of  people  who  pro- 
duced this  white  paper,  the  one  vast  area  of  disagreement  was 
whether  the  new  agency  should  be  part  of  the  State  Department 
or  not.  There  was  pretty  general  agreement  on  almost  everything 
else — programs,  priorities,  et  cetera,  et  cetera,  et  cetera. 

And  the  criteria  that  we  finally  arrived  at,  the  decision  about 
whether  you  kept  it  closely  tied  to  the  foreign  policy  process — 
which  is  what  you  mean  when  you  say  put  it  in  the  State  Depart- 
ment or  keep  independent — had  to  hang — this  is  pre-election — on 
three  choices:  How  much  the  new  President  chooses  to  make  devel- 
opment a  principal  goal  of  the  U.S.  foreign  policy  and  it  is  commit- 
ted to  supporting  those  countries  that  define  development  as  the 
dominant  goal;  does  the  President  select  a  Secretary  of  State  simi- 
larly committed?  And  is  there  a  strong  representation  of  develop- 
ment thinking  in  the  economic  and  security  staffs  in  the  White 
House  and  OMB? 

Well,  we  really  do  not  know  the  output  of  all  of  that  yet,  but  I 
would  guess  that  a  fair  number  of  those  criteria  have  been  met  in 
the  Clinton  administration.  And  when  they  come  up  to  you  with 
policies  and  suggestions  for  both  policy  and  reorganization,  it 
seems  to  me  that  is  the  criteria. 

And  I  would  think  that  the  emergence  of  the  State  Department 
reorganization  and  a  heavy  focus  on  global  issues,  led  by  Under 
Secretary  Worth,  is  some  indication  of  where  that  is  going. 

Senator  Sarbanes.  Could  I  just  ask  you:  What  is  the  motivating 
force  for  a  new  agency? 

Mr.  Sewell.  The  sense  that  it  is  now  time  to  wipe  the  slate 
clean,  both  in  terms  of  what  former  policy  priorities  the  adminis- 
tration chooses  and  how  you  implement  them  and  how  you  wipe 
the  slate  clean  from  this  end  of  Pennsylvania  Avenue. 

If  you  have  got  39  different  purposes  and — whatever  it  is  now — 
80-plus  requirements  built  into  an  aid  program,  there  is  no  way 
you  can  run  it  efficiently.  So  your  earlier  question  about 
contracting 

Senator  Sarbanes.  Well,  that  is  a  different- 


Mr.  Sewell  [continuing].  Or  not  contracting  has  to  be  answered, 
first,  by  the  fact  that  you  can  run  an  aid  development  agency  much 
more  efficiently  and  with  full  accountability,  by  the  way,  if  you 
ease  up  on  both  ends  of  the  avenue  on  bureaucratic  restrictions  and 
purposes. 

Senator  Sarbanes.  No.  I  understand  that,  but  I  do  not  know  why 
we  have  to  create  a  new  agency  in  order  to  address  that  problem, 
both  in  terms  of  goals  and  objectives  and  in  terms  of  restraints  and 
so  forth  and  so  on. 

I  mean,  that  can  all  be  scrubbed  down  through  a  careful  review 
of  the  current  arrangements,  with  some  strong  leadership.  We  have 
a  Deputy  Secretary  who  is  keenly  interested  in  this  area  now. 

And  soon  we  will  have  an  AID  Administrator  that  I  think  most 
of  us  regard  with  considerable  respect.  So  I  am  having  difficulty 
understanding  why  we  keep  getting  this  recommendation  for  a  new 
agency. 
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Mr.  Sewell.  Senator,  I  do  not  think — I  do  not  disagree  with  you. 
That  is  why  we  wrote  it  in  the  white  paper  that  way,  if  you  have 
got  an  administration  committed  to  putting  these  issues  on  as  im- 
portant foreign  policy  goals. 

You  can  refurbish  an  AID.  You  can  rename  it  if  you  want  to.  It 
will,  ultimately,  I  think,  require  new  legislation,  because  of  what 
is  already  built  into  the  existing  legislation,  but  it  does  not  even 
have  to  do  that  in  the  short  term,  because  a  great  deal  can  be  done 
administratively  without  new  legislation. 

Dr.  Haass.  I  think  those  who  want  a  new  agency  are  essentially 
wanting  a  new  focus  for  our  aid  program.  The  debate  over  the  orga- 
nizational or  bureaucratics  is  a  de  facto  debate  over  the  purpose  of 
aid. 

And  if  you  are  essentially  content  with  aid  like  it  is  at  the  mo- 
ment, that  is  fairly  integrated  with  foreign  policy  and  fairly  strate- 
gically oriented,  then  I  think  you  are  talking — to  use  your  garden- 
ing metaphor — about  pruning.  You  are  not  uprooting. 

If  you  want  something  much  more  dramatic,  if  you  basically 
want  a  total  humanitarian  aid  that  is  motivated  by  a  whole  new 
post-cold  war  foreign  policy  agenda,  whatever  that  means — then  I 
think  there  is  a  stronger  argument  for  doing  it  bureaucratically 
very  different  and  getting  it  out  from  under  traditional  foreign  pol- 
icy concerns. 

But  I  think  someone  such  as  myself,  who  is  essentially  more 
happy  with  it  than  he  is  unhappy  with  it,  would  say:  "Do  not  fix 
it  more  than  it  is  broken." 

Mr.  Sewell.  That  focuses  the  debate  very  nicely,  because  it  gets 
you  back  to  what  I  said  at  the  beginning.  What  are  our  goals  of 
our  foreign  policy  in  the  nineties  and  beyond?  And  therefore,  how 
do  you  plan  to  implement  and  pay  for  them? 

Senator  Sarbanes.  I  do  not  accept  the  proposition,  though,  that 
in  order  to  have  a  keen  debate  on  what  the  goals  and  objectives 
are,  that  you  have  to  enter  into  the  debate  over  whether  you  are 
going  to  have  a  new  structure  and  a  new  agency. 

Dr.  Haass.  I  think  that  is  an  inside  the  beltway  issue.  I  do  not 
think  that  99.999  percent  of  Americans  have  views  on  foreign  aid 
particularly  know  or  care  about  the  mechanics  of  exactly  where  on 
the  flowchart  the  individuals  are  sitting. 

Senator  Sarbanes.  Yes.  But  that  is  the  kind  of  debate  that  can 
consume  an  enormous  amount  of  energy  and  focus  and  attention 
inside  of  the  beltway,  I  will  tell  you  right  at  the  outset. 

Senator  Kassebaum.  But,  Mr.  Chairman,  that  is  so  true.  It  does 
not  concern  anybody.  And  there  will  always  be  the  age-old  ques- 
tions of  why  we  are  doing  foreign  aid. 

I  think,  for  us,  though — and  it  does  consume  a  fair  amount  of 
time,  but  it  is  an  example  of  where,  many  times,  working  with  ef- 
forts to  try  and  improve  government — good  government  is  not  ever 
going  to  get  headlines — or  efficient  government. 

But  I  do  think  it  is  our  responsibility  in  trying  to  ask  these  ques- 
tions and  thoughtfully  speculate  on  what  might  or  might  not  work, 
and  be  willing  to  be  bold  and  innovative.  And  it  does  not  nec- 
essarily mean  a  new  agency.  I  would  agree  with  you  there,  but  I 
think  it  is  part  of  the  equation  to  analyze  whether  it  should  or 
should  not  be. 
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I  just  think  that  the  time  has  come  for  us,  though,  to  recognize 
that  there  are  some  changes  and  maybe  some  significant  ones  that 
can  be  undertaken  at  this  time.  And  the  public  could  not  care  less 
about  how  it  is  done,  but  I  do  think  that  it  is  an  example  of, 
though,  trying  to  find  the  opportunity  to  have  more  accountable 
initiatives  there  and  some  means  of  the  efficiency  of  the  whole  op- 
eration. I  mean,  it  is  not  going  to  attract  any  headlines. 

Senator  Sarbanes.  Well,  yes.  I  do  not  differ. 

I  am  just  trying  to  understand  why  we  keep  getting  this  rec- 
ommendation, "Well,  we  need  a  new  agency." 

And  it  is  not  clear  to  me,  on  its  face,  why  we  need  a  new  agency. 
We  may  need  a  significantly  restructured  agency.  We  may  need  a 
thorough  re-examination  of  the  goals  and  objectives  of  our  foreign 
assistance. 

But  I  have  trouble  understanding  why  we  need  a  new  agency  un- 
less one  says:  "Well,  look.  We  want  to  do  it  in  a  completely  dif- 
ferent way.  This  agency  is  not  going  to  do  any  operations  or  hardly 
any,  so,  therefore,  we  really  do  need  a  different  outfit."  Or,  "it  is 
going  to  have  an  entirely  different  status  as  it  deals  with  the  rest 
of  the  government." 

I  mean,  AID  now  is  sort  of  in  the  State  Department,  but  not  com- 
pletely in  the  State  Department.  This  relationship  is  an  effort,  ob- 
viously, to  try  to  strike  a  balance  between  having  some  autonomy 
to  address  development  needs  and  at  the  same  time  not  being  to- 
tally outside  of  the  State  Department  structure. 

From  the  point  of  view  of  harmonizing  those  conflicting  interests, 
I  am  not  sure  that  this  arrangement  is  all  that  bad,  frankly. 

Well,  Dr.  Brown,  why  do  we  not  hear  from  you?  And  then  we  will 
go  to  the  next  panel. 

Dr.  Brown.  Well,  I  think  the  present  arrangement  of  being  nei- 
ther in  nor  outside  of  the  State  Department  is  probably  the  best 
we  are  going  to  do  in  the  foreseeable  future.  I  think  it  is  very  im- 
portant, since  development  is  a  long 

Senator  Sarbanes.  Well,  what  do  you  think  would  be  better?  If 
you  had  your  druthers,  would  you  want  an  agency  entirely  away 
from  and  independent  of  the  State  Department,  completely  autono- 
mous? 

Dr.  Brown.  No.  No.  Because  I  want — I  see  this  agency,  whether 
you  call  it  a  different  tree  or  a  new  tree,  as  one  that  will  be  the 
chief  focus  of  U.S.  relations  with  developing  countries;  that  it  will 
be,  in  a  sense,  an  advocacy  agency  for  the  importance  of  those 
countries  to  our  foreign  policy,  to  our  U.S.  interests. 

And  I  do  not  think  that  if  you  stick  it  off  in  a  corner  some  place 
it  can  have  that  influence  on  other  agencies.  I  believe  it  should 

Senator  Sarbanes.  Can  I  take  that 

Dr.  Brown.  I  believe  it  should  have  the  expertise  to  help  people 
formulate  trade  policy,  to  help  formulate  get  relief  policy,  to  help 
formulate  this  other  range  of  issues.  And  that  it  can  play  a  very 
important  role  in  that.  And  therefore,  it  cannot  be  off  in  a  corner 
some  place. 

Senator  Sarbanes.  All  right.  Well,  let  us  absent  ourselves  from 
the  discussion  of  a  new  agency.  Instead,  I'd  like  you  to  think  of 
what  arrangement  you  would  want  that  would  give  this  agency 
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some  vitality  and  yet  still  have  it  if  not  in  the  mainstream,  close 
to  the  mainstream. 

Would  you  not  end  up  with  some  kind  of  an  arrangement  we 
have  now,  when  you  say  you  think  what  we  have  is  about  the  best 
we  are  going  to  do?  In  a  sense,  you  mean  you  would  end  up  right 
where  we  are  now? 

Dr.  Brown.  I  do  not  think  it  is  the  best. 

Senator  Sarbanes.  But,  what  is  the  best? 

Dr.  Brown.  Well,  4  years  ago 

Senator  Sarbanes.  I  just  want  to  be  able  to  see  what  the  param- 
eters of  this  landscape  are  that  you  are  describing.  What  is  the 
best? 

Dr.  Brown.  In  1988  and  1989,  when  there  was  also  a  large  fer- 
ment in  Washington,  and  we  were  very  hopeful  about  sort  of 
changing  the  directions  of  our  policy  toward  developing  countries, 
there  were  a  number  of  different  studies  done  and  reports  put  out. 

And  there  were  hearings  in  the  House  and  in  the  Senate.  And 
at  least  two  of  those  groups  proposed  a  high-level  policy  coordinat- 
ing council,  straight  out  of  the  Executive  Office  Building.  I  have  a 
publication  with  me  that  outlines  that  thing.  That  kind  of  arrange- 
ment is  not  the  kind  of  thing  that  the  Congress  can  legislate.  I  be- 
lieve that  the  developing  countries  deserve  a  lot  more  policy  atten- 
tion from  the  White  House  and  from  the  State  Department.  And 
I  hope  we  are  now  going  to  get  some  of  that. 

And  there  are  mechanisms  which  the  administration  could  put 
into  being  that  would  assure  the  coordination  which  is  necessary, 
which  would  make  it  easier  to  be  sure  that  we  have  a  consistent 
policy  in  the  various  Federal  agencies,  that  our  mission  and  our 
goals  are  quite  clear  and  that  other  things — all  of  the  other  depart- 
ments move  in  concert  with  that. 

But  that  is  the  kind  of  a  policy  direction  and  a  coordination 
which  is  very  hard  to  produce  through  a  legislative  process.  I  think 
that  is  the  responsibility  of  the  administration.  And  I  think  there 
are  mechanisms  that  would  make  it  happen  more  readily.  But  I  do 
not  think  there  is  a  whole  lot  that  the  Senate  or  the  House  can  do, 
except  to  do  as  you  are  doing,  asking  these  very  tough  questions 
about  what  the  mission  is  and  what  the  goals  are.  And  then,  only 
secondarily,  do  the  organizational  issues  come  into  question  at  all. 

Dr.  Haass.  I  would  actually  think  another  serious  option  is  the 
one  that  I  have  heard  most  often  from  my  friends  who  have  worked 
a  lot  in  the  government,  which  is  to  assign  this  responsibility  to 
one  of  your  seventh  floor  principals  at  the  Department  of  State — 
basically,  one  of  your  Under  Secretaries,  whether  the  new  one  or 
the  old  one  for  economic  affairs. 

At  the  same  time,  you  would  have  a  mechanism  for  brokering 
interagency  agreement  when  Treasury  or  someone  else  had  a  dif- 
ferent point  of  view  from  State.  But,  again,  that  is  the  only  way 
to  give  it  the  sort  of  high-level  policy  focus  and  primacy  that  is  re- 
quired. And  at  the  end  of  the  day 

Senator  Sarbanes.  Would  you  integrate  the  operations  into  the 
State  Department  bureaus? 

Dr.  Haass.  Yes.  I  would  basically  have  a  large  bureau,  but  I 
admit,  that  part  of  my  thinking  assumes  that  the  operations  side 
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of  this  gets  smaller,  because  you  begin  to  think,  again,  of  AID  less 
operationally  and  more  as  an  oversight 

Senator  Sarbanes.  So  you,  in  effect,  would  phase  out  AID  and 
bring  it  all  into  the  State  Department.  And  you  would  have  an 
Under  Secretary  in  charge  of  this  aspect  and  then  have  it  moved 
from  the  Under  Secretary  down  into  the  bureaus,  is  that  correct? 

Dr.  Haass.  With  one  caveat,  I  would  agree,  but  I  take  your  basic 
point,  which  is  you  do  not  want  to  fight  this  battle  if  the  battle  it- 
self is  going  to  prove  so  costly  and  time  consuming  that  it  is  not 
worth  it  and  that  you  end  up  actually  losing  your  ability  to  focus 
on  the  real  issues. 

If  there  is  consensus  to  do  something  like  this,  I  think  after  a 
somewhat  difficult  transition,  it  would  be  better.  If  it  turns  out 
that  there  is  no  consensus,  I  am  not  sure  it  is  worth  the  time  and 
energy  that  it  would  take. 

But,  yes,  I  favor,  in  the  long  run,  a  more  integrated  AID.  A  par- 
allel I  nave  always  used  is  ACDA.  If  you  really  care  about  arms 
control,  the  place  to  have  that  is  not  a  separate,  quasi-autonomous 
institution. 

Get  it  at  the  front  table,  get  it  on  the  inside  from  the  get-go, 
rather  than  have  it  be  something  that  is  floating  out  there  and  al- 
ways has  to  fight  to  get  a  seat  at  the  front  table. 

Senator  Sarbanes.  Well,  we  are  about  to  have  to  face  that  issue, 
as  a  matter  of  fact.  And  we  are  hearing  from  a  lot  of  people  who 
say,  you  know,  you  lose  the  focus  and  the  impetus,  if  you  do  not 
have  an  ACDA. 

Now  there  are  those  who  argue,  just  to  the  contrary,  as  you  are 
asserting  now  at  the  table.  But  this  is  very  helpful.  We  are  begin- 
ning to  draw  out  some  differences  here.  And  I  think  it  is  important. 

John? 

Mr.  Sewell.  Well,  you  asked  what  was  missing.  I  will  avoid  the 
temptation  just  to  say  I  am  in  favor  of  integration,  too,  but  I  think 
we  might  integrate  parts  of  the  State  Department  and  the  AID,  as 
our  interests  are  essentially  economic  and  developmental  in  large 
parts. 

Senator  Sarbanes.  No.  I  do  not  know  that  that  is  realistic — it 
would  be  like  integrating  the  Federal  Republic  into  East  Germany. 
If  anything,  it  is  going  to  go  the  other  way,  I  think. 

Mr.  Sewell.  You  asked  what  was  missing.  There  are  three 
things  missing,  it  seems  to  me.  One  is  a  clear  agreement  on  what 
we  are  doing.  And  that  has  to  be  broken  out  between  the  adminis- 
tration and  Congress.  What  are  our  goals?  What  are  we  trying  to 
achieve? 

Second,  we  are  missing  a  policy  brain  that  understands  what  is 
happening  in  the  Third  World.  This  is  what  Janet  referred  to,  in 
terms  of  trade  policy,  debt  policy,  financial  policy.  It  is  striking. 

If  you  look  at  the  analysis  in  the  CDI,  that  what  we  gave  with 
the  right  hand  with  AID,  we  took  away  with  the  left  hand  on  trade 
restrictions,  in  a  striking  way.  And  AID  has  no  capacity  to  think 
about  those. 

And  the  third,  of  course,  is  some  overview  which  probably  can 
only  come  out  of  the — on  taking  the  real  world,  as  we  have  in  this 
administration,  out  of  the  combination  of  the  NSC  and  the  NEC 
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apparatus,  because  no  Cabinet  agency  coordinates  any  other  Cabi- 
net agency. 

Whether  you — I  believe,  again  taking  the  current  administration 
as  it  is  evolving,  that  you  are  going  to  get  a  closer  integration  in 
the  State  Department.  You  are  going  to  get  a  very  interesting — ei- 
ther tension  or  cooperation  between  the  global  issues  staffs  in  the 
AID  and  the  U.N. 

You  know,  both  by  personalities  and  because  the  functions  so 
overlap.  And  as  you  remarked  earlier,  you  have  a  distinguished  de- 
velopment economist,  who  is  Deputy  Secretary  of  State.  And  if  this 
coordinating  role  that  Dr.  Haass  referred  to  is  going  to  take  place, 
Cliff  Wharton  is  the  ideal  person  to  do  it. 

Senator  Sarbanes.  OK.  Thank  you  very  much.  We  appreciate 
your  testimony.  It  has  been  very  helpful.  We  will  now  turn  to  our 
second  panel.  And  I  very  much  appreciate  their  being  with  us  all 
morning. 

We  are  very  fortunate  to  have  three  very  able  witnesses  on  our 
second  panel:  Dr.  Richard  Bissell,  who  was  previously  Assistant 
Administrator  of  the  AID  for  Science  and  Technology.  Currently,  he 
is  a  visiting  fellow  at  the  Overseas  Development  Council. 

Mr.  Ken  Wollack,  president  of  the  National  Democratic  Institute 
for  International  Affairs.  Interestingly  enough,  his  predecessor  in 
that  post  is  now  awaiting  Senate  advice  and  consent  on  his  nomi- 
nation to  be  AID  Administrator. 

Third,  we  have  Mr.  Lome  Craner,  whom  I  remember  seeing  here 
often  in  this  committee  room  as  a  Senate  liaison  for  the  State  De- 
partment during  the  previous  administration,  and  who  now  serves 
as  acting  director  of  the  International  Republican  Institute  for 
International  Affairs. 

Gentlemen,  we  are  very  pleased  to  have  you. 

Dr.  Bissell,  why  do  we  not  start  with  you? 

We  will  move  right  straight  across  the  panel  to  Mr.  Wollack  and 
Mr.  Craner. 

If  you  could  summarize  your  statements,  we  will  include  your 
full  texts  in  the  record,  where  we  can  read  through.  In  fact,  I  have 
read  through  some  of  them  already. 

And  so  if  you  could  just  summarize  them.  We  will  hear  from  all 
three  of  you  and  then  move  to  some  questions  and  discussion. 

STATEMENT  OF  RICHARD  E.  BISSELL,  VISITING  FELLOW, 
OVERSEAS  DEVELOPMENT  COUNCIL;  FORMER  ASSISTANT 
ADMINISTRATOR,  AGENCY  FOR  INTERNATIONAL  DEVELOP- 
MENT 

Dr.  Bissell.  Thank  you  very  much,  Mr.  Chairman.  It  is  good  to 
be  back  on  a  very  familiar  subject. 

After  participating  in  the  last  7  years  of  studies,  reports,  reviews, 
recommendations,  and  uncompleted  authorization  attempts,  I  am 
not  sure  I  have  anything  unique  to  say  to  you  today.  So  I  thought 
about,  in  fact,  simply  saving  you  some  time. 

Senator  Sarbanes.  Sometimes  a  clarity  of  an  analysis  and  the 
lucidity  of  a  summary  is,  in  itself,  a — perhaps  the  most  extraor- 
dinary unique  contribute  I  might  observe. 

Dr.  Bissell.  What  I  would  really  like  to  do  is  to  make  the  case 
as  to  why  the  critical  variable  we  are  dealing  with  now  is  a  new 
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authorization  statute.  And  why  an  FAA  that  is  32  years  old  needs 
overhaul  as  soon  as  possible.  I  would  hope  this  committee  would 
bend  its  efforts  over  the  next  several  months  to  try  to  get  one  in 
place  before  the  completion  of  the  fiscal  year  1994  process,  because 
I  think  a  year  or  two  delayed  now  will  be  fatal  to  much  of  what 
we  have  accomplished  at  AID  over  the  years  and  the  American  role 
in  development. 

There  is  any  good  time,  frankly,  to  write  an  FAA.  It  is  like  get- 
ting a  tooth  out,  but  when  it  needs  to  be  done,  you  better  go  ahead 
ana  do  it  now,  rather  than  constantly  put  it  off. 

What  I  wanted  to  address  and  I  did  in  my  written  testimony, 
was  what  I  think  are  three  of  the  key  questions  about  authoriza- 
tion, which  is  why,  where,  and  how?  And  I  will  just  briefly  make 
a  few  points  about  them. 

On  the  why  side,  the  question  is:  Why  do  we  have  a  foreign  as- 
sistance program?  It  is  important  at  this  juncture,  particularly 
after  the  events  of  the  last  5  years,  both  in  the  United  States  as 
well  as  in  the  changing  geopolitical  framework,  that  we  essentially 
redomesticate  the  program,  rediscover  our  roots,  and  ensure  that 
we  have  an  endorsement  from  the  American  people  to  have  such 
a  program. 

That  is  a  process  that  one  has  to  go  through.  It  is  a  dialog  proc- 
ess. It  may  involve  renaming  the  act.  It  may  involve  renaming  the 
agency,  but  those  are  variables  that  come  out  at  the  end,  in  terms 
of  what  resonates  with  the  American  people  today  that  will  garner 
their  support,  so  that  this  committee  in  thinking  through  the  goals 
and  the  appropriators  in  trying  find  what  is  hard  found  money 
these  days  to  pay  for  it  each  year,  have  a  framework  in  place. 

I  ticked  off  various  points  in  testimony.  One  is  that  all  of  the  sur- 
vey data  show  that  the  American  people  are  very  generous,  in  fact, 
want  good  humanitarian  programs.  They  are  personally,  privately 
generous. 

Second,  our  economy  is  increasingly  intertwined  with  developing 
countries,  with  our  exports  in  a  recent  year  to  developing  countries 
over  $160  billion  and  rising  rapidly. 

There  is  increasing  awareness  of  global  issues.  We  heard  in  the 
last  panel  about  the  environment  and  why  that  is  resonant  with 
the  American  people;  consider  issues  of  health,  issues  of  popu- 
lation, and  migration.  These  are  all  questions  that  Americans  are 
beginning  to  realize  connect  them  to  the  developing  countries. 

There  is  also  a  tremendous  education  process  going  on  among  the 
American  people,  by  NGO's,  by  companies  with  international  inter- 
ests, and  by  people  in  the  political  system  that  causes  Americans 
to  see  more  and  more,  if  not  as  a  top  priority  in  their  lives,  but  it 
certainly  is  one  element  in  their  lives,  the  fact  there  is  a  broader 
world  out  there  for  them  to  connect  to. 

The  basis  is  there,  in  terms  of  why  the  people  want  a  foreign  as- 
sistance program.  The  next  question  is:  What  is  that  program? 

Where  should  we  have  a  foreign  assistance  program?  This  goes 
back  to  a  problem  we  wrestled  with  while  I  was  at  AID,  which  was 
that  while  we  have  an  ongoing  and  healthy  framework  for  setting 
foreign  policy,  involving  a  debate  between  the  executive  branch  and 
the  Congress  and  other  constituencies,  we  have  had  a  breakdown 
development  policy  in  the  United  States. 
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That  development  policy  is  essential  as  part  of  the  two  pillars 
that  have  always  supported  a  strong  and  needed  development  pro- 
gram by  the  United  States. 

If  you  go  back  to  the  FAA  pf  1961  and  the  new  directions  legisla- 
tion in  the  early  1970's,  there  was  a  strong  and  dynamic  approach 
to  development  policy.  And  I  would  defy  anybody  to  describe  what 
the  development  policy  of  the  United  States  is  today. 

There  have  been  both  so  many  voices  and  yet  none  that  was  deci- 
sive at  a  senior  level  as  to  be  able  to  express  that  policy.  I  think 
that  is  the  reason  why  we  have  not  had  a  serious  FAA  authoriza- 
tion since  1985,  because  if  people  said  they  could  not  get  together, 
they  could  not  make  cohere  a  straightforward  development  policy 
for  the  United  States. 

A  variety  of  approaches  might  help  that  to  develop  this  year. 
Most  of  those  aspects  have  been  raised  by  the  last  panel:  Some  of 
the  global  approaches,  some  of  the  regional  approaches,  the  ques- 
tion of  economics  as  key  foreign  policy  issues  for  the  United  States 
and  also  some  of  our  unilateral  interests.  I  will  not  go  into  that  at 
this  moment. 

The  last  question  is  how  we  provide  assistance  as  a  function  of 
the  changing  reality  in  developing  countries  themselves.  Clearly 
there  have  been  massive  changes,  particularly  the  differentiation  of 
regions,  one  from  another  and  countries  from  one  another,  and  also 
our  ability  to  see,  to  differentiate,  within  individual  countries,  their 
changing  needs. 

Consider  a  country  like  India,  which,  today,  has  the  largest  mid- 
dle class  in  the  world  of  any  single  country  and  still  has  the  largest 
poverty  stricken  population  at  the  same  time.  It  has  the  third  larg- 
est pool  of  computer  programmers  in  the  world.  This  is  all  within 
one  national  entity. 

How  does  one  say:  "Well,  here  is  our  India  program"? 

Clearly,  it  is  a  highly  complex  process.  So  it  is  important  in 
thinking  about  setting  out  goals  and  authorizing  tools  for  a  foreign 
assistance  program,  that  one  take  into  account  that  kind  of  dif- 
ferentiation, to  reflect  the  different  kinds  of  experiences  that  we 
have  had  in  assistance  over  the  last  decade. 

For  instance,  there  is  an  appropriate  place  for  government  to 
government  programs,  with  regard  to  policy  change,  the  economic 
enabling  environment,  for  economic  growth  or  cash  transfers. 

There  is  also  an  important  role  for  nongovernmental  organiza- 
tions, working  in  the  areas  where  they  can  particularly  reach  the 
grassroots — the  environment,  democracy  building,  health,  nutri- 
tion, issues  like  that. 

There  is  also  a  very  important  role  and  one  that  I  think  has  atro- 
phied rather  badly,  but  which  can  be  rebuilt,  is  in  the  area  of  mov- 
ing ideas  and  technology,  because  the  United  States  remains  re- 
spected as  the  idea  factory  of  the  world. 

Our  science  cannot  be  bested  by  anybody  in  the  world.  That  is 
a  reflection  of  the  strengths  of  our  universities,  the  companies,  the 
international  research  centers  that  still  have  large  American  staff 
representation,  and  the  training  programs  we  provide  for  develop- 
ing country  nationals.  Our  science  and  technology  programs  can  be 
strongly  rebuilt  with  some  authorization  support. 
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In  terms  of  looking  to  the  future,  let  me  simply  restate  that 
while  I  am  certainly  awaiting  administration  proposals  for  action 
over  the  next  year  or  two  for  restructuring  foreign  assistance,  I 
think  there  are  a  couple  of  immediate  imperatives  that  have  come 
up  in  the  fiscal  year  1994  proposals. 

One  is  that  there  is  an  implicit  significant  cutback  in  the  operat- 
ing expense  account  for  AID.  The  administration  has  deleted  var- 
ious special  accounts.  That  will  cause  a  major  reduction  in  force 
with  a  possible  shutdown  of  as  many  as  3  or  4  dozen  overseas  mis- 
sions. If  that  is  done,  it  will  simply  foreclose  choices  without  the 
kinds  of  basic  policy  decisions,  both  development  policies  and  for- 
eign policies,  having  been  agreed  to  with  the  Congress. 

The  second  area  imperative  in  terms  of  our  international  co- 
operation, is  to  have  full  authorization  of  the  assistance  to  the  NIS. 
As  a  statement  of  continuing  U.S.  involvement  and  willingness  to 
contribute  to  international  teamwork,  that  is  the  major  proposal  on 
the  table  today.  With  appropriate  conditionality  attached  to  it,  the 
proposed  NIS  package  needs  to  be  approved  as  quickly  as  possible. 

I  hope  that  this  committee,  working  with  the  House  Foreign  Af- 
fairs Committee,  in  fact,  will  develop  an  authorization.  And  I  know 
many  people  in  the  development  community,  including  myself,  who 
would  be  happy  to  help  to  make  sure  that  happens,  through  the 
course  of  the  next  6  months. 

[The  prepared  statement  of  Dr.  Bissell  follows:] 

Prepared  Statement  of  Dr.  Bissell 

Thank  you,  Mr.  Chairman,  I  am  honored  to  be  asked  to  appear  before  the  Com- 
mittee today.  It  is  a  pleasure  to  be  given  the  opportunity  to  discuss  some  of  the  is- 
sues that  I  have  managed  for  the  last  7  years  and  now,  thanks  to  the  election  re- 
sults, have  had  an  opportunity  to  reflect  upon  for  the  last  few  months. 

Let  me  begin  by  stating  that  foreign  assistance  is  not  a  partisan  issue.  How  we 
choose  to  assist  people  in  other  countries  and  to  cooperate  in  their  development  as- 
pirations ought  to  reflect  the  values  of  the  American  people  as  a  whole,  and  ought 
to  tap  the  most  powerful  and  insightful  expertise  of  American  institutions — non- 
governmental organizations,  universities  and  colleges,  businesses,  and  governments 
at  all  levels.  That  said,  this  is  a  miserable  time  for  the  programs  as  we  nave  known 
them.  There  exists  as  diverse  a  collection  of  views  about  the  future  direction  of 
international  programs  as  for  any  domestic  agency  of  the  U.S.  government,  drawn 
along  lines  that  could  only  occur  in  a  program  as  multi-faceted  and  interdisciplinary 
as  foreign  economic  cooperation. 

I  do  not  want  to  use  the  Committee's  time  today  to  explore  what  may  or  may  not 
be  wrong  with  the  current  assistance  structures  and  programs.  I  presented  views 
before  this  Committee  and  others,  on  behalf  of  the  two  prior  Administrations,  that 
the  foreign  aid  program  required  a  major  overhaul;  now  that  the  world  has  entered 
into  the  most  profound  structural  upheaval  since  World  War  I,  it  should  be  self-evi- 
dent that  we  need  to  talk  about  where  we  go  from  here,  rather  than  arguing  over 
history.  We  can  learn  from  the  past,  but  at  this  juncture,  we  need  a  vision  and 
strategy  for  the  1990s  and  the  21st  century. 

We  do  need  to  keep  in  mind,  as  we  contemplate  the  future,  the  striking  reorienta- 
tion of  American  views  on  international  economic  issues:  the  "globalization"  of  our 
largest  firms,  the  "internationalization"  of  research  and  marketing  structures  of 
many  more  firms  and  universities,  and  the  effects  of  the  "information  revolution" 
on  the  media,  the  informed  and  interested  public,  and  increasingly  empowered  non- 
governmental organizations.  Change  is  clearly  coming  to  our  international  economic 
programs. 

Today,  I  want  to  address  three  questions  associated  with  this  necessary  re-engi- 
neering of  U.S.  international  programs:  why?  where?  and  how?  And  to  do  this,  I 
shall  make  basically  three  approaches  to  U.S.  foreign  assistance:  (1)  why  foreign  as- 
sistance can  and  should  be  domesticated  in  the  1990s;  (2)  where  foreign  policy  prior- 
ities and  development  strategies  may  alter  the  rationale  and  distribution  of  foreign 
assistance;  and  (3)  how  the  changing  nature  of  the  developing  countries  requires 
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new  structures  of  assistance  and  cooperation.  Finally,  I  shall  sketch  out  the  implica- 
tions for  this  Committee's  approach  to  these  issues  in  authorization  legislation  this 
year. 

"WHY:"  THE  DOMESTIC  POLITICS  OF  FOREIGN  ASSISTANCE 

The  first  test  of  any  government  program  has  to  be  approval  of  the  American 
people;  that's  why  we  have  a  foreign  assistance  program  in  the  first  place.  It  must 
meet  the  needs,  and  avoid  the  objections,  of  a  strong  majority  to  sustain  the  mix 
of  short-,  medium-,  and  long-term  efforts  associated  with  humanitarian  assistance 
and  economic  cooperation.  As  with  any  major  government  program,  gathering  to- 
gether such  a  majority  has  historically  meant  the  construction  of  a  political  coali- 
tion. The  1961  Foreign  Assistance  Act  was  a  masterful  set  of  political  anchors  ap- 
propriate for  its  time,  and  was  then  successively  weakened  by  contentious  foreign 
policy  initiatives.  As  Congress  and  the  Executive  attempted  to  amend  the  constitu- 
ency for  development  abroad,  they  inadvertently  reduced  long-term  support  for  the 
program  in  order  to  augment  it  in  the  short-term. 

Let's  begin  with  some  basic  propositions.  The  American  people  do  want  to  assist 
the  needy.  In  1990,  charitable  donations  by  individual  Americans  reached  a  level 
of  about  $110  billion,  and  U.S.  corporations  added  another  $13  billion  to  that  figure. 
Not  only  did  Americans  give  money,  they  gave  their  time  as  volunteers  in  great 
numbers:  2.5  million  people  worked  for  the  American  Cancer  Society  alone,  3.2  mil- 
lion volunteers  to  the  American  Heart  Association,  and  so  forth.  When  asked  in  a 
poll  why  they  did  it,  respondents  said  they  wanted  to  "help  others,"  or  "wanted  to 
do  something  useful."  Those  values  express  the  philosophy  underlying  one  major 
support  for  the  foreign  assistance  program:  people  in  developing  countries  are  hurt- 
ing, and  they  need  help.  The  American  people  have  provided  help  abroad  in  disas- 
ters, to  improve  health,  to  save  children's  lives,  to  start  schools,  to  make  businesses 
work  better  and  raise  incomes,  and  to  teach  English — all  representing  a  heart-felt 
reaching  out  to  others  with  whom  we  can  identify.  The  Americanpeople  contribute 
billions  of  dollars  each  year  privately  and  volunteer  for  the  Peace  Corps  by  the  thou- 
sands, in  addition  to  U.S.  government  assistance  programs,  to  help  those  abroad  in 
need.  But  helping  others  is  just  one  pillar  of  the  program. 

Americans  also  now  see  the  fate  of  their  economy  increasingly  tied  to  the  future 
of  other  economies.  The  rapid  rise  of  the  share  of  U.S.  Gross  National  Product  trad- 
ed across  national  boundaries  affects  everyone's  lives.  U.S.  exports  to  developing 
countries,  now  at  $160  billion/yr  and  growing,  support  over  3.2  million  U.S.  jobs. 
Not  so  well  known  is  the  growth  of  U.S.  investment  abroad.  A  recent  release  of  the 
1992  foreign  investment  figures  for  India,  just  to  take  one  example  on  the  other  side 
of  the  globe,  revealed  that  the  U.S.  is  not  only  the  largest  foreign  investor  (and  thus 
beating  out  Switzerland,  Japan,  the  UK,  and  Germany),  but  m  fact  accounted  for 
a  full  60%  of  the  value  of  the  1500+  foreign  investments  made  in  that  period.  The 
Indian  Investment  Center  went  on  to  say  that  investment  has  further  accelerated 
in  the  first  part  of  1993.  What  is  happening  in  India  is  being  multiplied  in  foreign 
economies  much  closer  to  the  U.S.,  such  as  in  Latin  America.  In  effect,  Americans 
are  increasingly  aligning  their  economic  future  with  that  of  people  in  developing 
countries,  at  a  remarkable  pace  given  the  disenchantment  in  the  1970  and  1980s. 
And  companies  are  not  waiting  for  the  U.S.  Government  to  lead  them  into  new  mar- 
kets and  investments.  The  growth  of  UJS.  private  venture  investments  in  India  is 
happening  at  a  time  when  our  assistance  program  is  dwindling  away  to  nothing. 

The  third  trend  focussing  American  thinking  on  the  developing  world  is  the  inten- 
sive "globalization"  of  issues  in  the  last  decade.  Observers  point  to  many  different 
turning  points — the  pictures  of  "spaceship  earth"  from  astronauts  above  us  that 
gave  such  a  clear  picture  of  the  common  voyage  of  mankind,  the  awareness  that 
rain  forests  of  Brazil  were  a  treasure  for  mankind  in  its  biological  diversity  and  its 
functions  as  a  carbon  sink,  or  the  emergence  of  that  tragic  epidemic  we  call  AIDS 
from  a  jungle  far  away  to  afflict  people  around  the  world  like  the  proverbial  "an- 
dromeda  strain."  Many  Americans  were  universalists  at  heart  before  the  last  dec- 
ade, but  the  knitting  together  of  countries'  fates  has  reached  an  unprecedented 
number  of  Americans  through  such  striking  developments,  or  through  watching  the 
episodic  unfolding  of  tragedies  and  wars  around  the  world  on  CNN.  As  a  state  of 
mind,  the  process  of  "globalization"  has  breached  the  barriers  between  foreign  and 
domestic  policy  in  their  classic  dimensions.  Now,  in  the  1990s,  as  boundaries  fall 
in  some  regions  and  empires  disintegrate  elsewhere  into  small  countries,  the  illu- 
sion of  the  sovereign  immutable  state  as  the  pillar  of  international  relations  has 
been  shown  to  be  just  that:  a  useful  operating  principle  in  its  time,  but  now  clearly 
open  to  challenge.  It  is  now  fair  to  ask  difficult  questions:  why  provide  assistance 
to  individual  countries,  when  problems  are  increasingly  global  in  nature?  Is  the  U.S. 
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going  to  put  away  our  own  national  "superpower"  model  and  meet  social  and  eco- 
nomic goals  by  developing  coalition  of  donors?  Can  international  institutions  com- 
posed only  of  governments  meet  our  global  goals  in  the  1990s? 

The  American  people  also  look  at  international  involvement  in  an  increasingly 
atomized  fashion.  The  power  of  "micropolitics" — where  each  individual  with  access 
to  the  appropriate  technology  is  becoming  a  link  in  the  international  system — has 
come  to  deny  governments  their  traditional  role  as  an  indispensable  link  in  inter- 
national assistance.  A  ham  radio  operator  with  a  tie  into  Bosnia  may  have  a  better 
real-time  understanding  of  what  is  happening  in  the  civil  war  than  do  the  State  De- 
partment staff  stuck  in  their  embassy.  Experts  of  an  American  agribusiness  invest- 
ing in  a  joint  venture  outside  Rostov  may  know  more  about  the  state  of  agriculture 
than  the  USDA  or  FCS  attaches  sitting  in  Moscow.  The  power  of  new  communica- 
tions technologies  and  the  freedom  to  travel  have  liberated  individual  Americans  to 
circumvent  the  government,  and  raises  new  issues:  What  is  the  reason  for  USG  in- 
volvement in  a  given  economic  activity  abroad?  Why  not  let  an  NGO,  or  an  individ- 
ual, or  a  corporation,  already  on  the  ground  take  the  lead?  What  is  the  comparative 
advantage  of  USG  involvement  in  any  particular  economic  activities?  Answers  will 
vary,  and  need  to  reflect  the  widespread  changes  occurring  in  American  society  dur- 
ing this  global  transition. 

Finally,  one  has  to  remember  that  foreign  policy  does  not  operate  in  a  political 
vacuum.  How  important  are  international  issues  to  the  American  people?  Perhaps 
the  best  illustration  comes  from  the  exit  polling  done  in  November  1992,  when  vot- 
ers were  asked  which  issues  were  most  important  in  deciding  how  to  cast  their  vote. 
The  "economy"  garnered  over  40%  of  the  respondents,  whereas  "foreign  policy"  at- 
tracted only  8%.  Many  will  therefore  say,  "Ahha,  there  is  no  support  for  foreign  as- 
sistance." But  that  is  true  only  if  it  is  seen  as  a  "foreign  policy  issue."  What  if  for- 
eign economic  assistance  were  seen  to  be  associated  with  the  economy?"  This  is 
1993,  not  1961 — and  the  rationale  for  government  activity  in  international  economic 
cooperation  needs  to  reflect  where  America  is  going,  not  where  it  has  been. 

WHERE  FOREIGN  POLICY  WILL  DICTATE  FOREIGN  ASSISTANCE  PROGRAMS 

From  the  viewpoint  of  the  United  States  Government,  policy  accountability  de- 
mands a  greater  degree  of  coherence  in  foreign  assistance  programs  than  is  possible 
under  the  current  Foreign  Assistance  Act  of  1961.  With  endorsement  of  the  FAA, 
the  President  created  an  independent  Agency  for  International  Development  with 
accountability  both  to  the  President  and  to  the  Secretary  of  State.  USATD  has  re- 
sponded, over  time,  to  both  foreign  policy  priorities  and  to  the  development  prior- 
ities for  which  it  is  responsible.  The  dual  mandate,  if  clear  at  one  time,  has  evolved 
over  time  into  a  hodgepodge  of  authorities,  scattered  through  numerous  different 
pieces  of  legislation,  as  agencies  and  departments  have  come  under  increased  pres- 
sure to  respond  to  numerous  domestic  constituencies,  and  to  the  changing  realities 
in  developing  countries  that  I  shall  talk  about  later. 

Amidst  this  cacophony  of  international  interests,  it  is  not  clear  that  the  United 
States  will  soon  have  a  clearly-stated  development  policy;  a  set  of  activities  that 
merely  responds  to  external  pressures  and  crises  is  not  a  policy.  For  a  coherent  ap- 
proach to  foreign  assistance,  the  existence  of  clear  foreign  and  development  policies 
consisting  of  goals,  objectives,  and  implementation  strategies  is  essential  if  foreign 
assistance  is  to  demonstrate  its  utility  for  the  American  people.  The  justification  for 
a  robust  foreign  assistance  program  can  only  come  in  the  context  of  longer-term  pol- 
icy goals  with  regard  to  various  regions  and  global  issues,  designed  by  an  Adminis- 
tration and  confirmed  through  authorization  legislation  by  the  Congress  on  behalf 
of  the  American  people.  As  this  Committee  knows  well,  such  is  easier  said  than 
done. 

In  a  sense,  the  key  variable  is  a  sensitivity  to  time.  The  time-frame  for  execution 
of  development  strategies  is  much  longer  than  for  most  other  agencies  of  govern- 
ment. Practitioners  in  the  field  know  what  waste  results  simply  from  the  existence 
of  annual  appropriations,  and  the  vagaries  of  funding  allocations  responding  to 
changing  domestic  interests.  Without  a  longer  time  perspective  and  a  policy  frame- 
work in  place,  the  foreign  assistance  program  ought  to  be  reduced  to  a  humani- 
tarian program — which  the  USG  does  very  well,  especially  in  disaster  assistance — 
and  not  pretend  to  be  more  than  it  is.  Indeed,  in  the  absence  of  an  up-to-date  au- 
thorization, our  foreign  assistance  program  is  dwindling  to  that  status  by  neglect. 

The  need  for  vision  in  development  policy  is  as  important  for  our  economic  pro- 
grams as  a  foreign  policy  is  for  our  politico-military  future.  On  development,  we 
have  yet  to  receive  the  report  from  the  Deputy  Secretary  of  State,  who  promised 
to  provide  the  Congress  with  that  strategic  view.  For  what  is  on  the  record,  one  of 
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the  more  cogent  statements  cast  in  terms  of  foreign  policy  came  in  Dr.  Wharton's 
statement  at  his  confirmation: 

*  *  *  If  our  foreign  policy  is  to  be  a  viable  one,  it  must  reflect  the  fundamen- 
tal reality  of  our  global  nature.  Our  domestic  strength  is  linked  to  our  inter- 
national strength  and  vice  versa.  Isolationism  is  not  a  viable  option.  To  pursue 
Seace,  not  just  through  preparedness  but  also  by  eliminating  hunger,  poverty, 
esperation  and  chaos,  to  champion  democracy,  not  by  imposing  it  but  by  foster- 
ing the  economic,  political,  and  social  conditions  for  the  development  01  free  in- 
stitutions— this  is  the  vision  that  inspired  me  as  a  young  college  graduate.  It 
is  a  vision  fed  by  the  best  and  purest  springs  of  the  American  character. 
In  the  best  of  all  worlds,  a  comprehensive  policy  can  delineate  long-term  goals  of 
consequence  to  the  United  States,  identify  those  functions  that  need  to  be  carried 
out  by  government  agencies,  and  develop  mechanisms  for  partnership  with  those 
nongovernmental  institutions,  multilateral  institutions,  and  foreign  governments/in- 
stitutions that  can  do  a  better  job  than  can  the  USC.  Foreign  policies  face  this  issue 
today  as  much  as  do  development  programs.  In  an  era  of  diminished  strategic  politi- 
cal-military issues  on  the  national  agenda,  the  tendency  for  foreign  policy-led  ap- 
proaches to  lose  their  vigor  is  great — after  all,  the  structures  we  possess  and  the 
principal  strategic  doctrines  have  all  been  founded  for  40  years  around  central  geo- 
political conflicts  that  have  largely  disappeared.  Economic  programs  are  being  crip- 
pled by  their  association  with  that  history,  and  if  development  programs  had  in- 
stead been  founded,  like  most  of  the  other  OECD  countries,  with  a  strong  founda- 
tion in  trade  goals  of  the  United  States,  aid  would  not  be  facing  such  an  identity 
crisis  today,  (u  should  be  noted  that  other  OECD  countries  are  not  immune  to  these 
problems:  Canada  has  recently  cut  its  foreign  assistance  program  by  10%,  and  plans 
another  10%  cut  next  year,  even  though  it  has  always  had  a  strong  trade-promotion 
role  in  its  assistance  efforts.) 

The  UJS.  has  long  confused  its  foreign  policy  goals  and  its  development  goals.  This 
country  has  long  come  under  attack  from  the  international  development  community 
for  attempting  to  meet  its  political-military  goals  with  economic  assistance,  and  re- 
cent decisions  by  the  U.S.  only  reinforce  the  impression  that  assistance  was  being 
provided  purely  for  geopolitical  reasons.  Note,  for  instance,  the  termination  of  the 
Pakistan  aid  program,  the  drastic  cutback  of  the  Philippine  program,  the  progres- 
sive decimation  of  our  programs  in  Central  America,  and  the  non-economic  reasons 
for  maintaining  Middle  East  levels.  In  effect,  the  U.S.  does  not  have  a  viable  devel- 
opment policy  at  this  point,  except  for  sporadic  expressions  in  relatively  obscure 
parts  of  the  world.  Ana  this  expenditure  of  assistance  is  based  on  the  questionable 
assumption  that  economic  aid  can  buy  political  results — a  proposition  for  which  the 
exceptions  are  too  numerous  to  list.  Attempts  over  the  years  to  separate  develop- 
ment policy  from  foreign  policy,  however,  have  been  soundly  reversed;  witness  the 
fate  ot  the  International  Development  Cooperation  Agency  (IDCA)  in  the  late  1970s. 
There  is  good  reason  why  it  is  hard  to  justify  the  results  of  foreign  assistance  to 
the  American  people  in  a  straightforward  way;  we  haven't  pursued  either  develop- 
ment or  our  national  economic  interests  in  an  unambiguous  manner. 

Remedies  are  not  simple.  We  cannot  confuse  the  dog  and  the  tail — the  need  for 
strong  new  strategic  approaches  to  our  international  relations  will  have  to  precede 
the  design  of  our  economic  programs  abroad.  Without  being  rooted  in  a  set  of  clear 
and  distinguishable  policies,  our  assistance  programs  can  only  mark  time. 

In  his  speech  of  April  1,  1993  on  assistance  to  Russia,  President  Clinton  said  that 
"a  clear  sense  of  purpose  is  most  essential,  yet  most  elusive,  at  times  of  global 
change."  He  went  on  at  one  point  to  elaborate: 

We  can't  be  strong  at  home  unless  we  engage  actively  abroad.  Therefore,  we 
also  need  a  new  sense  of  America's  purposes  abroad.  The  world  remains  a  dan- 
gerous place,  and  our  preeminent  imperative  is  to  ensure  our  security.  That  is 
why  we  are  working  to  assure  that  our  military  is  not  only  the  finest  in  the 
world,  but  also  specifically  tailored  for  the  challenges  of  this  new  era.  For  the 
central  fronts  of  our  fight  for  a  safer  world  have  moved  from  the  plains  of  north- 
ern Europe,  to  our  efforts  to  stem  weapons  proliferation,  relieve  ethnic  turmoil, 
promote  democracy,  expand  markets,  and  protect  the  global  environment. 
Those  purposes,  if  serving  as  the  strategic  vision  for  development,  would  give  us  a 
very  different  international  economic  assistance  program  than  exists  today. 

While  arguing  for  a  distinction  between  our  foreign  policy  and  our  development 
policy,  I  also  acknowledge  that  a  logical  symmetry  needs  to  exist  between  the  two. 
This  hearing  is  not  meant  to  deal  with  the  strategic  crisis  in  our  foreign  policy;  but 
a  few  of  the  schools  of  thought  in  public  debate,  without  suggesting  that  they  are 
exhaustive,  might  give  us  a  sense  for  organizing  foreign  assistance: 

(1)  Organize  the  world  globally.  Many  of  today's  most  pressing  human  issues  af- 
fect countries  throughout  the  world.  Some  promote  the  United  Nations  and  other 
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global  organizations  to  play  the  central  role  in  international  politics  and  economics. 
Even  with  active  leadership  by  the  Secretary-General,  it  would  also  require  strong 
support  by  the  principal  countries,  such  as  the  U.S.,  and  the  other  global  organiza- 
tions (the  World  Bank  and  specialized  agencies)  to  make  it  reality.  In  his  SFRC  tes- 
timony of  April  20,  Secretary  Christopher  justified  "why  funding  for  multilateral  af- 
fairs has  received  a  significant  increase  in  our  budget.  The  President  and  I  are  con- 
vinced that  millions  spent  now  on  preventive  diplomacy  and  peacekeeping  can  save 
hundreds  of  millions  of  dollars  in  defense  and  international  relief  later. 

From  a  development  point  of  view,  it  would  simplify  some  issues  to  have  global 
organizations  available  to  take  the  place  of  bilateral  assistance  efforts  (as  was  done 
with  the  expansion  of  the  World  Bank  in  the  early  1970s),  but  there  are  also  some 
losses.  The  need  for  constant  replenishment  of  resources  is  a  major  problem,  and 
the  resulting  need  to  maintain  the  support  of  U.S.  taxpayers  for  such  global  efforts. 
Our  history  is  not  very  impressive  in  that  regard.  But  the  logic  of  important  issues 
before  us,  from  the  environment  and  agricultural  research,  to  narcotics  and  trans- 
border  viruses,  would  argue  for  greater  attention  to  this  approach. 

The  global  approach  has  a  great  deal  of  appeal  from  a  bilateral  perspective  as 
well.  In  my  own  experience  at  USAID,  only  a  limited  number  of  programs  remain 
firmly  entrenched  in  a  country  mode,  and  they  are  diminishing  all  the  time,  as  com- 
munications barriers  and  border  become  less  relevant  to  the  economy  and  welfare 
of  the  people.  Immunization  campaigns  cannot  respect  borders.  Plants  are  of  value 
in  similar  eco-regions  across  the  globe.  Addressing  the  global  issues  of  micro  nutrient 
malnutrition  is  more  efficient  through  wholesale  education  programs  than  just  one 
small  country  at  a  time.  It  makes  sense,  increasingly,  to  organize  our  international 
economic  cooperation  by  problem,  rather  than  by  country,  as  we  develop  non-na- 
tional institutions  much  more  effective  than  national  governments. 

(2)  Divide  the  universe  of  development  challenges  into  regional  issues.  In  part,  we 
have  already  drifted  some  distance  into  this  approach,  particularly  in  the  Middle 
East  and  Africa.  In  part,  the  reality  of  disappearing  superpowers  has  by  default 
moved  the  center  of  policy  gravity  downward  to  the  regional  level.  This  midway  sta- 
tion between  national  sovereignty  and  globalism  is  attractive  by  virtue  of  its  greater 
manageability.  Most  of  the  U.S.  allies  have  already  opted  to  exercise  their  influence 
on  a  regional  basis — making  it  that  much  harder  for  the  US.  to  argue  for  a  contrary 
course.  The  economic  success  rate  in  Asia  and  the  regional  focus  of  Japan  now 

{>laces  the  U.S.  in  the  position  of  resisting  Asia's  desire  to  simply  go  its  own  way, 
eaving  the  rest  of  the  world  to  its  problems.  The  diminution  of  national  differences 
and  civil  wars  in  Latin  America  is  giving  that  region  a  coherence  it  has  not  had 
in  a  long  time.  And  the  U.S.  itself,  in  creating  NAFTA,  is  contributing  to  the  mo- 
mentum for  regionalism.  In  development  terms. 

The  effects  of  such  trends  on  development  are  quite  dramatic,  already  causing  a 
significant  drop  in  Asian  assistance,  maintaining  and  increasing  levels  for  the  Mid- 
dle East  and  Eastern  Europe,  and  causing  reconsideration  for  Africa.  Unfortunately, 
such  an  approach  has  the  effect  of  masking  tremendous  differences  within  regions. 
For  the  U.S.  programs,  it  might  mean  creation  of  quasi-governmental  institutes 
(U.S.  funded,  but  privately-run)  to  address  regional  issues.  Inter-governmental  insti- 
tutions at  the  regional  level  are  very  weak,  in  general,  and  in  the  absence  of  some 
very  substantial  growth  in  capacity  and  training  are  unlikely  to  play  major  roles. 
Where  promising  institutions  do  emerge,  such  as  APEC,  the  U.S.  can  do  much  to 
encourage  them  through  direct  cooperation. 

(3)  Replace  the  centrality  of  political-military  structures  in  foreign  policy  with  the 

?|uestion  of  economic  competitiveness.  The  potential  exists  for  a  substantial  shift 
rom  a  focus  on  military  issues,  as  a  global  superpower,  to  the  need  for  economic 
restructuring,  trade  competitiveness,  and  the  cultivation  of  markets  abroad.  This 
would  have  to  be  associated  with  substantial  institutional  change  in  the  U.S.  Gov- 
ernment, given  the  way  in  which  we  have  been  organized  for  the  post-World  War 
II  era.  The  case  for  giving  economics  primacy  in  the  era  after  the  Cold  War  is 
strong,  and  could  lead  to  the  kind  of  cooperation  that  has  precedents  in  the  Mar- 
shall Plan  and  the  Hoover  relief  efforts  after  World  War  I.  Competitiveness  in  the 
context  of  rising  barriers,  of  course,  will  lead  to  greater  conflict  worldwide. 

Careful  attention  has  to  be  given  to  which  U.S.  programs  are  intended  to  be  na- 
tionalist expressions  of  foreign  policy,  and  which  are  cooperative  endeavors  to  find 
win-win  solutions  with  other  countries.  Confusion  of  the  two  approaches  for  pro- 
grams and  agencies  will  simply  make  our  relations  abroad  more  difficult,  not  just 
with  powerful  economies  such  as  Japan's,  but  also  with  the  Thailands  and  Argenti- 
nas  of  the  world.  I  believe  the  U.S.  can  pursue  both  approaches  at  the  same  time, 
but  not  in  the  same  agencies.  While  bureaucratic  structures  are  not  the  issue  in  this 
hearing,  I  want  to  malce  clear  that  the  regrouping  of  authorities  into  single  agencies 
is  essential  here — looking  across  the  board  at  functions  in  USAID,  State,  Treasury, 
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Commerce,  Agriculture,  Ex-Im  Bank,  Trade  and  Development  Agency,  and  others. 
Development  policy  can  play  a  powerful  role  in  this  approach,  where  assistance  to 
the  developing  countries  would  accelerate  their  integration  into  a  more  open  global 
socio-economic  order. 

(4)  Go  it  alone.  This  could  either  be  internationalist  or  isolationist  in  spirit.  In 
terms  of  global  engagement,  the  advocacy  of  U.S.  leadership,  with  or  without  allies, 
may  force  the  U.S.  to  continue  to  take  on  political  and  economic  issues  with  very 
substantial  resources,  deployed  on  its  own  account.  As  a  development  policy,  this 
could  be  particularly  clear  in  regions  of  lowest  priority  for  other  donors,  such  as 
Latin  America  or  the  Middle  East.  In  an  environment  where  the  U.S.  is  the  surviv- 
ing superpower,  or  where  trade  disputes  set  the  U.S.  apart  from  all  other  countries, 
much  of  the  financial  cost  will  show  up  in  management  of  assistance  programs,  de- 
ployed to  buttress  those  policy  approaches  on  a  day  to  day  basis.  If  interest  in  eco- 
nomic development  falters  among  other  major  donors,  the  U.S.  will  have  to  decide 
what  it  can  best  do  on  its  own,  and  what  is  in  the  U.S.  national  interest — a  quite 
different  calculation  than  the  other  options  laid  out  above. 

I  raise  these  alternatives  not  as  concrete  planning  devices,  but  rather  to  illustrate 
the  need  for  strong  policy  doctrines  in  place  before  making  basic  decisions  on  foreign 
economic  assistance.  It  is  urgent  that  the  Administration  and  Congress  come  to  a 
rapid  meeting  of  minds  on  their  strategic  approaches,  because  our  foreign  assistance 
assets  are  rapidly  wasting  away.  Economic  cooperation  consists  of  much  more  than 
budget  resources;  the  people,  the  working  relationships,  the  institutional  memory, 
the  flow  of  new  ideas,  ana  the  institutions  that  comprise  an  effective  program  can 
be  lost  through  inattention.  With  the  loss  of  those  resources,  strategic  choices  will 
have  been  made  by  neglect  and  avenues  for  reform  will  be  closed  off. 

In  his  confirmation  testimony  before  this  Committee,  Brian  Atwood,  Adminis- 
trator-designate, said  that  USAID  needs  strong  leadership.  He  will  need  more  than 
the  strong  team  at  the  Agency  that  he  called  for.  The  issue  of  U.S.  commitment 
needs  leadership  from  the  President  and  the  Secretary  of  State  to  guide  our  assist- 
ance programs  to  a  new  generation  of  excellence. 

WHAT  THE  DEVELOPING  COUNTRIES  NEED 

Against  this  backdrop  of  U.S.  intentions,  we  cannot  forget  that  foreign  assistance 
is  not  only  provided;  it  must  also  be  accepted,  and  be  valued  by  those  who  receive 
it.  The  increasing  diversity  of  interests  and  capabilities  of  those  in  developing  coun- 
tries forces  us  to  develop  new  structures  for  managing  foreign  assistance  that  will 
create  an  appropriate  match  between  donor  and  recipient.  Across  the  board,  we  need 
to  acknowledge  that  great  strides  have  been  achieved  in  virtually  all  developing 
countries  during  the  last  several  decades  in  training  leaders  and  building  up  institu- 
tional capacity  to  manage  development  issues;  what  is  remarkable  is  the  uneven- 
ness  of  that  growth. 

The  second  major  element  in  the  foreign  assistance  environment  we  have  to  watch 
is  the  distribution  of  other  assistance  sources:  multilateral,  other  bilateral  donors, 
private,  and  NGO.  It  makes  no  sense  for  donors  to  trip  over  one  another,  nor  is  it 
morally  acceptable  to  abandon  some  parts  of  the  human  community  to  degradation 
and  poverty.  Coordination  is  far  from  perfect,  and  our  assistance  program  should 
be  designed  with  the  flexibility  to  respond  to  many  kinds  of  contingencies. 

The  diversity  of  development  capabilities  in  the  recipients  of  assistance  is  testi- 
mony to  one  basic  tenet  of  the  programs  that  has  existed  for  three  decades:  that 
at  some  point,  recipients  would  need  to  adapt  technologies,  institutional  and  policy 
advice,  and  resources  to  the  realities  in  their  own  countries  for  it  to  be  sustainable. 
That  has  happened,  despite  the  earnest  efforts  of  some  donors  to  prescribe  universal 
solutions  to  development  quandaries,  and  the  variety  of  social  and  economic  ap- 
proaches ranging  from  Honduras  and  Tanzania  to  Thailand  and  Jordan  testify  to 
people  and  governments  taking  control  of  their  own  lives. 

One  impact  of  that  diversity  has  been  the  complication  of  our  lives  as  assistance 
providers.  Between  regions,  within  regions,  and  within  countries,  the  development 
dynamic  is  now  two-way.  The  U.S.  does  not  engage  in  a  one-way  transaction  of  pass- 
ing money,  technology,  advice,  people,  training,  and  commodities — unless  it  is  court- 
ing failure.  The  U.ST  and  assistance  recipients  engage  in  long  dialogues  about  how 
best  to  work  together,  and  each  effort  ends  up  tailor-made.  In  some  cases,  it  will 
involve  the  national  government,  in  others,  state  or  local  governments,  and  in  oth- 
ers, the  government  will  be  excluded  altogether  to  work  with  the  private  sector 
(both  NGOs  and  for-profit)  to  make  the  greatest  difference  in  people's  lives. 

The  developing  world  does  not  fall  neatly  into  geographic  cum  economic  divisions. 
Despite  the  enormous  progress  in  Asia  on  economic  growth  rates,  it  continues  to 
have  the  largest  pool  of  poor  people  in  the  world.  The  needs  of  agriculture  for  new 
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seed  varieties  and  agronomic  practices  tend  to  follow  bands  around  the  equator  in- 
stead of  continental  divides,  making  much  of  Brazil  more  like  Indonesia  than  Argen- 
tina. The  access  to  communications  technologies  is  creating  growth  nodes  within  re- 
gions, such  as  Singapore  and  Mauritius,  rather  than  region-wide  development.  The 
simplest  technology  to  combat  Vitamin  A  deficiency  is  invented  in  Senegal,  but  next 
applied  in  Haiti.  Even  within  countries,  a  country  like  India  can  encompass  the 
largest  middle  class  in  the  world  and  one  of  the  largest  pools  of  computer  program- 
mers, along  with  the  largest  impoverished  group  of  citizens  in  the  world.  Program- 
ming development  is  becoming  more  complicated  rather  than  easier.  It  makes  it  im- 
perative that  we  know  what  we  are  doing  when  we  get  involved. 

The  complex  nature  of  economic  development  today  means  that  the  U.S.  has  a 
limited  capacity  to  define  what  assistance  tools  are  most  appropriate;  in  terms  of 
the  Foreign  Assistance  Act,  the  law  can  prescribe  very  little  about  the  mechanisms 
of  pursuing  the  goals  of  economic  growth,  alleviation  of  poverty,  environmental  sus- 
tainability,  and  democracy/human  rights.  The  need  for  administrative  flexibility  is 
greater  than  it  has  ever  been  in  the  history  of  these  programs. 

Some  general  themes  about  programming  directions  can  be  drawn  from  recent  ex- 

Eerience — in  terms  of  how  we  conduct  our  business  with  the  developing  countries, 
et  me  categorize  those  modes  of  doing  business  in  the  following  ways: 

(1)  Government-to-government  support.  In  some  countries,  the  U.S.  decides  that 
we  ought  to  support  the  government  with  resources,  ranging  from  a  cash  transfer 
to  Israel,  grant  food  and  other  commodities  for  resource-snort  governments  in  Afri- 
ca, or  technical  assistance  to  a  government  to  manage  their  economic  policies  and 
institutions  better.  Developing  country  governments  are  essential  players  in  the  de- 
velopment process,  primarily  for  their  capacity  to  enact  the  right  policies  and  to  cre- 
ate the  appropriate  "enabling  environment"  for  broad-based,  strong  economic 
growth.  In  countries  where  the  U.S.  wants  to  be  a  donor  leader  on  such  policy  re- 
forms, we  need  a  substantial  field  presence  staffed  with  people  who  understand  eco- 
nomics and  politics. 

(2)  Non-governmental  support.  In  some  countries,  the  government  may  have  col- 
lapsed, proved  itself  corrupt,  and  simply  less  effective  than  non-governmental  orga- 
nizations in  meeting  the  short-term  or  development  needs  of  the  people.  The  US. 
can  program  assistance  through  non-governmental  organizations  in  the  U.S.  to  in- 
digenous NGOs.  In  recent  years,  20-25%  of  Development  Assistance  has  been  chan- 
neled through  such  NGOs  (with  a  programming  mechanism  in  USAID),  and  in  cer- 
tain sectors,  such  as  the  environment,  democracy-building  and  health,  it  is  clear 
that  much  has  been  accomplished.  It  is  particularly  valuable  in  disaster  environ- 
ments to  be  able  to  bypass  the  delays  inherent  in  many  governments  to  deliver  re- 
lief to  the  people.  What  is  clear  from  the  growth  and  maturity  of  some  NGOs  in 
the  U.S.  during  the  last  decade  is  that  they  are  not  only  prepared  to  undertake  re- 
lief work,  but  also  able  and  committed  to  longer-term  development  work.  The  U.S. 
requires  very  small  missions,  if  any  at  all,  in  such  countries. 

(3)  Sharing  of  ideas  and  technologies.  The  United  States  is  an  extraordinary 
"idea-generating  machine,"  as  the  world  has  long  recognized,  and  our  research  and 
higher  education  have  been  essential  to  the  developing  countries.  We  have  a  variety 
of  institutions  with  a  long  tradition  of  work  on  development  problems  (such  as  the 
work  of  the  land-grant  colleges  and  universities  on  tropical  agriculture  and  our 
graduate  schools  of  public  health)  that  have  produced  two  generations  of  students 
who  are  enthusiastic  partners  for  the  U.S.  technology  generating  process.  The  U.S. 
has  made  an  investment  that  continues  to  pay  off,  both  at  nome  and  abroad. 
CIMMYT,  the  wheat/corn  research  center  of  the  Consultative  Group  on  Inter- 
national Agricultural  Research  located  in  Mexico,  has  been  famous  for  much  of  the 
seminal  work  for  the  high-yielding  wheat  and  corn  varieties  of  the  green  revolution 
in  Asia;  yet  it  is  now  on  the  verge  of  developing  a  "greener  revolution,"  by  producing 
stronger  varieties  resistant  to  drought,  pests,  and  diseases.  Some  of  the  newest  in- 
vestments in  research  involve  more  than  our  excellent  universities;  the  horizon  of 
American  business  is  expanding  to  include  the  developing  countries,  and  their  in- 
volvement in  such  research  is  creating  both  challenges  and  opportunities.  These  in- 
vestments in  ideas  and  technologies  continue  to  need  nurturing,  and  the  developing 
countries  know  how  few  sources  they  have  for  good,  relevant  ideas.  The  U.S.  needs 
to  restore  its  presence  in  developing  countries  with  our  finest  scientists  and  tech- 
nologists willing  to  take  the  lead  in  advancing  ideas. 

WHERE  DO  WE  GO  FROM  HERE? 

I  testified  before  the  Congress  in  1987  and  again  in  1989  that  it  was  time  for  an 
overhaul  of  our  Foreign  Assistance  Act,  and  it  is  now  more  true  than  ever.  Let  me 
be  a  little  more  precise  about  what  I  hope  this  Committee  will  consider  this  year. 
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The  Administration  has  submitted  a  proposal  for  FY1994  that  some  find  innoc- 
uous— given  its  use  of  existing  budget  categories  and  no  proposals  for  authorization 
reform  yet — but  that  I  would  argue  is  dangerous  for  its  implicit  choices.  For  those 
in  the  Congress  dealing  with  short-term  authorization  issues  and  the  impending 
markup  of  an  FY 94  appropriation,  I  would  urge  them  not  to  accept  the  radical  cuts 
in  the  USAID  structure  implied  by  the  Administration's  FY94  proposal.  The 
straight-line  budget  for  staff  costs  is  actually  a  significant  cut,  involving  reductions- 
in-force,  with  the  expiration  of  special  hiring  authorities. 

A  transition  makes  sense  only  if  you  can  state  clearly  where  you  are  going.  If  the 
Administration  proposal  is  enacted,  many  of  the  best  professionals  will  leave  the 
Agency,  the  USAID  Mission  structure  may  be  cut  in  half,  bridges  to  the  private  sec- 
tor will  be  burnt,  and  strategic  choices  will  have  been  made  without  debate  and  cer- 
tainly without  consideration  by  a  legislated  policy  framework.  And  contrary  to  those 
who  argue  that  the  Administrations  proposal  for  aid  to  the  Former  Soviet  Union 
should  be  shelved  until  next  year,  I  disagree.  It  should  be  authorized  as  soon  as  pos- 
sible at  the  President's  recommended  level  with  stringent  conditionality — whether 
it  is  spent  or  not  (and  conditions  in  Russia  may  preclude  obligating  the  funds) — to 
send  a  clear  signal  to  our  partners  that  the  U.S.  has  not  decided  to  t>ack  away  from 
collaborative  solutions.  The  credibility  of  the  U.S.  is  on  the  line,  and  without  swift 
action,  we  shall  be  tagged  (just  as  when  we  abandoned  assistance  programs  in  many 
parts  of  the  world  and  oecame  mesmerized  by  Southeast  Asia)  an  unreliable  partner 
by  those  who  have  chosen  to  be  development  colleagues.  In  sum,  I  support  a  fun- 
damental overhaul  of  our  international  programs,  but  only  in  the  context  of  knowing 
where  we  are  going — not  just  to  bury  the  past. 

For  that  reason,  I  urge  this  Committee,  to  develop  a  new  authorization  bill  before 
the  final  markup  of  the  FY94  funding  bill,  assuming  clear  policy  strategies  have 
been  developed  m  the  course  of  Administration  policy  reviews.  The  international 
programs  of  this  government  bear  only  vague  relevance  to  the  realities  of  the  1990s 
at  this  point,  owing  in  part  to  the  authorizing  statute.  Without  clear  legislation,  the 
U.S.  is  not  in  a  position  to  lead,  and  is  not  even  in  a  position  to  follow,  the  kinds 
of  new  initiatives  in  economic  cooperation  that  are  emerging.  Let  us  find  a  way  to 
draw  on  the  strengths  of  U.S.  institutions  and  good  will  of  the  American  people  to 
transform  our  aid  programs  of  the  past  into  international  economic  cooperation  that 
meets  our  national  needs  as  well  as  those  with  whom  we  work  for  a  better  world. 

Senator  Sarbanes.  Thank  you  very  much. 
Mr.  Wollack? 

STATEMENT  OF  KENNETH  D.  WOLLACK,  PRESIDENT  OF  THE 
NATIONAL  DEMOCRATIC  INSTITUTE  FOR  INTERNATIONAL 
AFFALRS 

Mr.  Wollack.  Thank  you,  Mr.  Chairman. 

In  light  of  the  discussion  that  has  taken  place  by  the  first  panel, 
I  would  like  to  address  four  broad  issues. 

One  is  the  issue  of  democratization  as  it  relates  to  a  foreign  pol- 
icy tool  and  a  foreign  assistance  instrument.  The  second  is  the  rela- 
tionship between  political  and  economic  development  overseas. 

The  third  is  the  relationship  between  government  and  non- 
governmental organizations  and  the  key  components  of  democra- 
tization assistance;  and  finally,  some  thoughts  regarding  possible 
reform  issues. 

Foreign  assistance  is  not  only  a  charitable  endeavor,  but  an  exer- 
cise in  enlightened  self-interests.  The  promotion  of  democracy  is 
not  some  idealistic  crusade,  but  rather  an  exercise  in  realpolitik,  as 
well. 

And  nothing  better  serves  the  interests  of  this  country — whether 
it  be  economic,  political,  or  strategic — than  the  promotion  of  demo- 
cratic practices  and  institutions. 

A  more  democratic  world  is  not  simply  a  more  orderly  and  hu- 
mane place.  It  is  a  more  peaceful  and  productive  place.  And  this 
is  not  to  say  that  democracy  is  a  perfect  insulator  against  conflict 
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or  that  if  all  nations  were  democracies,  ancient  enmities  would  sud- 
denly disappear.  They  would  not,  but  the  question  is  whether  war 
would  still  be  the  preferred  method  for  resolving  conflict  between 
two  democratic  adversaries. 

For  more  than  four  decades,  the  United  States,  through  bilateral 
and  multilateral  organizations,  had  extended  the  objectives  of  the 
Marshall  plan  to  the  developing  world. 

It  was  hoped  that  development  aid  could  achieve  the  kind  of  eco- 
nomic growth  and  opportunity  that  leads  to  social  stability  and 
peaceful  competition.  Even  when  successful,  this  emphasis  on  eco- 
nomic growth  often  lost  momentum,  because  it  was  not  accom- 
panied by  political  growth,  as  well. 

And  it  has  become  increasing  apparent  that  an  ever  growing 
number  of  problems  in  the  development  world  are  beyond  the  reach 
of  traditional  economic  aid,  because  while  they  have  economic  con- 
sequences, the  problems  are  not  fundamentally  economic  in  nature. 

They  are  intrinsically  political  problems.  Truly  sustainable  devel- 
opment often  requires  the  capacity  to  resolve  political  problems 
without  resort  to  violent  or  repression. 

The  democratic  transformation  in  the  former  Soviet  Union  is  a 
case  in  point  and  is  the  greatest  challenge  facing  the  United  States 
and  anyone  concerned  with  foreign  assistance.  In  the  former  Soviet 
Union,  the  time  for  a  concerted  effort  in  support  of  strengthening 
democratic  reform  as  an  institution,  is  at  hand. 

This  must  be  done  in  tandem  with  economic  reform.  If  efforts  at 
economic  restructuring  fail,  political  reform  is  likely  to  collapse. 
And  without  restructured  political  institutions,  economic  reform  is 
unlikely  to  succeed. 

I  believe  that  our  Government  should  adopt  a  strategic  approach 
to  democratization  that  is  as  comprehensive  as  was  our  approach 
to  cold  war  contingencies.  We  have  limited  resources  and  enormous 
demands  on  them. 

So  our  resources  must  be  directed.  And  we  must  understand  the 
dynamics  of  democratic  transitions  for  the  consolidation  of  recent, 
still  tentative  democratic  gains  must  be  our  primary  goal. 

A  key  to  promoting  democracy  efficiently  in  a  world  of  limited  re- 
sources, is  international  cooperation.  The  United  States  is  a  model 
for  democracy,  but  it  is  not,  nor  should  it  be,  the  model.  We  have 
been  most  successful  at  NDI,  when  we  have  joined  with  others  to 
share  practical  democratic  skills. 

As  a  practical  matter,  people  attempting  to  make  the  transition 
to  democracy  require  diverse  skills  and  experiences.  The  insights  of 
Democrats  from  other  nations  are  often  more  relevant  than  our 
own. 

Americans  have  no  real  experience  with  transition  from  autoc- 
racy to  democracy,  but  South  Americans  and  Eastern  Europeans 
now  do.  Americans  understand  parliamentary  systems,  but  our 
congressional  experience  is  often  not  directly  applicable. 

Cooperative  approaches  such  as  these  are  not  merely  a  matter  of 
common  sense.  They  convey  a  deeper  truth  to  nations  attempting 
a  transition  to  democracy:  that  they  are  not  conceding  something 
to  the  United  States  when  they  develop  democratic  institutions, 
rather,  they  are  joining  a  community  of  nations;  that  other  nations 
have  traversed  the  same  course;  that  while  autocracies  are  inher- 
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ently  isolated  and  fearful  of  the  outside  world,  democracies  can 
count  on  natural  allies  and  an  active  support  structure;  that  other 
nations  are  concerned  and  are  watching — something  that  would-be 
autocrats  will  bear  in  mind. 

Our  experience  has  been  that  potential  recipients  in  other  na- 
tions come  to  us  with  specific  requests — for  election  assistance,  for 
help  with  party-building,  for  training  in  municipal  reform,  for  civic 
organizational  assistance. 

A  typical  NDI  training  program  will  then  involve  experts  from  a 
half  a  dozen  countries.  This  approach  also  reinforces  the  message 
that  there  is  no  ideal  democratic  system,  although  certain  core 
principles  are  shared  by  all  democracies. 

While  governments  can  set  the  tone  and  foreign  aid  can  provide 
the  needed  resources  for  democratic  development,  much  of  the  real 
work  must  be  done  by  nongovernmental  organizations. 

Groups  such  as  ours  and  the  Republican  Institute,  are  capable  of 
assuming  responsibility,  yet  are  not  constrained  by  the  strident 
rules  of  diplomacy.  Our  activities  are  relatively  free  from  the  need, 
imposed  on  representatives  of  the  U.S.  Government,  to  take  into 
account  the  full  range  of  official  interests  and  bureaucratic  pur- 
views. 

Organizations  such  as  the  National  Endowment  for  Democracy 
are  free  from  the  affiliation  with  any  particular  administration, 
and  thus  can  promote  democratization  without  suspicions  arising 
that  narrower  interests  are  the  real  motive. 

This  is  the  one  concern  I  would  have  about  moving  much  of  this 
activity  into  the  Department  of  State.  What  ultimately  may  hap- 
pen— perhaps  unintentionally — is  that  bilateral  issues  and  foreign 
policy  considerations  will  drive  democratization  programs. 

And  one  of  the  unique  aspects  of  the  endowment  and  the  work 
carried  out  by  the  core  grantees  and  other  democratization  organi- 
zations is  that  decisions  are  driven  primarily  on  democratization 
grounds  and  not  foreign  policy  grounds. 

While  private  organizations  working  in  this  developmental  field 
should  not  be  agents  of  their  government,  consultations  are  nec- 
essary, both  with  Congress  and  the  executive  branch.  If  public 
funds  are  used,  public  disclosure,  openness,  and  accountability 
must  prevail. 

NGO's,  like  NDI,  have  greatly  appreciated  the  expansion  of  de- 
mocracy initiatives  undertaken  by  AID.  These  programs  have  en- 
hanced, considerably,  our  ability  to  respond  to  requests  for  assist- 
ance overseas. 

At  the  same  time,  Congress  and  AID  should  review  the  contrac- 
tual relationships  between  agencies  of  the  U.S.  Government  and 
NGO's.  Unlike  development  aid,  democracy  assistance  requires  the 
ability  to  respond  quickly  to  emerging  opportunities  and  sudden 
problems  in  rapidly  shifting  political  environments. 

However,  time-consuming  procedures  often  inhibit  flexibility  and 
movement.  Congress,  AID,  and  the  NGO  community  need  to  work 
together  to  find  an  operating  style  that  provides  for  proper  account- 
ability and  oversight  of  public  funds,  yet  is  not  weighted  with  oner- 
ous regulations  that  can  ultimately  undermine  democracy  pro- 
grams. 
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In  addition  to  the  issue  of  regulations,  both  AID  and  NGO's  are 
currently  operating  under  a  series  of  congressional  restrictions  that 
limit  where  they  can  conduct  programs.  Congress  may  want  to  con- 
sider reviewing,  as  they  have  in  the  past,  these  restrictions  as  part 
of  the  reauthorization  of  the  foreign  aid  bill.  Some  countries  where 
democratization  assistance  is  most  needed  now  are  being  denied  as- 
sistance. And  the  gap  is  being  filled  by  National  Endowment  for 
Democracy  Funds  which  are  not  operating  under  those  same  re- 
strictions. 

I  would  also  hope  that  the  committee  would  consider,  sympa- 
thetically, the  administration's  request  for  increased  funding  to  the 
endowment.  The  NED  and  the  core  grantees,  of  which  NDI  is  one, 
have  developed,  I  believe,  a  substantial  record  of  achievements  in 
some  of  the  most  difficult  political  environments  overseas. 

In  an  era  when  foreign  aid  faces  reduced  allocations,  a  democra- 
tization approach  to  our  assistance  program  also  provides  a  way  to 
judge  whether  future  development  aid  to  a  particular  country  is 
justified. 

This  is  particularly  important  when  competing  demands  and  lim- 
ited resources  force  policymakers  to  choose  aid  recipients  and 
projects  with  care. 

There  was  also  talk  earlier  regarding  the  coordination  of  this  ef- 
fort. And  I  know  a  number  of  studies  are  being  carried  out  within 
the  administration.  I  would  only  offer  two  cautionary  notes.  I  al- 
ways fear  that  an  overemphasis  on  coordination  may  end  up  to  be 
a  prescription  for  paralysis  and  inaction.  In  the  democratization 
field,  we  tend  to  get  away  from  centralized  planning.  In  fact,  that 
is  what  we  are  fighting  against. 

I  think  that  one  of  the  benefits  of  this  effort  is  a  pluralistic  ap- 
proach. It  is  the  message  we  are  trying  to  deliver  overseas.  So  if 
there  is  a  more  coordinated  effort,  at  least  there  should  be  decen- 
tralization somewhere  down  the  line  to  demonstrate  the  nature  of 
these  types  of  activities. 

In  conclusion,  Mr.  Chairman,  I  hope  that  the  committee  will  con- 
tinue to  view  democratization  assistance  as  vital  to  American  for- 
eign policy  and  to  expand  these  activities  through  foreign  assist- 
ance programs. 

While  the  results  of  these  activities  may  not  always  be  instanta- 
neous and  all  of  the  organizations  engaged  in  this  work  are  learn- 
ing each  day — learning  from  our  successes,  as  well  as  from  our  mis- 
takes— they  ultimately  will  advance  measurably  our  strategic  and 
economic  interests,  as  well  as  our  moral  values. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Wollack  follows:] 

Prepared  Statement  of  Mr.  Wollack 

Mr.  Chairman,  on  behalf  of  NDI  Chairman  Walter  F.  Mondale  and  the  Institute's 
Board  of  Directors,  I  want  to  thank  the  Committee  for  providing  me  this  opportunity 
to  comment  on  foreign  aid  priorities. 

The  National  Democratic  Institute  (NDI)  believes  that  the  United  States  should 
attach  the  highest  priority  to  democratic  development  as  an  instrument  of  foreign 
assistance. 

Democratic  Values,  American  Self-interest. — If  foreign  assistance  is  to  elicit  broad- 
er support  from  the  American  people,  it  must  reflect  enduring  American  ideals  and 
values.  The  democratic  revolution  of  the  past  4  years  demonstrates  that  the  appeal 
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of  those  values  is  nearly  universal.  While  the  United  States  is  but  one  model  for 
democracy  among  many,  it  continues  to  play  a  unique  leadership  role. 

Democratic  values  were  not  generalities  to  our  founders;  they  were  crystal  clear 
truths  about  the  only  sensible  way  to  reconcile  institutions  of  government  with 
human  nature.  They  remain  specific,  rational  beliefs  today.  Democracy  requires  not 
merely  the  legitimacy  of  democratic  forms,  but  working  democratic  structures:  legis- 
latures that  represent  the  electorate  and  oversee  the  executive;  elections  in  which 
the  voters  actually  choose  their  leaders;  judiciaries,  steeped  in  the  law,  that  are 
independent  of  outside  influences;  a  system  of  checks  and  balances  within  society; 
and  most  important  of  all,  institutions  and  leaders  that  are  accountable  to  the  pub- 
he. 

Foreign  assistance  is  not  only  a  charitable  endeavor,  but  an  exercise  in  enlight- 
ened self-interest.  The  promotion  of  democracy  is  not  some  idealistic  crusade,  but 
rather  a  quintessential  exercise  in  realpolitik.  Nothing  better  serves  the  interests 
of  the  United  States — economic,  political,  ideological — than  the  promotion  of  demo- 
cratic practices  and  institutions.  A  more  democratic  world  is  not  simply  a  more  or- 
derly and  humane  place.  It  is  a  more  peaceful  and  more  productive  place. 

The  notion  that  there  should  be  a  dichotomy  between  our  moral  preferences  and 
our  strategic  goals  is  a  false  one.  Our  ultimate  foreign  policy  goal  is  a  world  that 
is  secure,  stable,  humane  and  safe,  and  where  the  risk  of  war  is  minimal.  Yet  the 
undeniable  reality  is  that  geostrategic  "hot  spots"  most  likely  to  erupt  into  violence 
are  found,  for  the  most  part,  in  areas  of  the  world  that  are  nondemocratic  or  where 
governments  are  antidemocratic. 

A  democracy  remains  viable  at  home  by  resolving  conflicts  within  society  non- 
violently  and  through  compromise.  Thus,  it  carries  with  it  a  predisposition  to  seek 
solutions  abroad  that  are  neither  violent  nor  maximalist.  This  is  not  to  say  that  de- 
mocracy is  a  perfect  insulator  against  conflict,  or  that  if  all  nations  were  democ- 
racies, ancient  enmities  would  disappear.  They  would  not.  The  question,  however, 
is  whether  war  would  still  be  the  preferred  method  for  resolving  conflict  between 
two  democratic  adversaries. 

Economic  Development  vs.  Political  Development. — The  fall  of  communism  dem- 
onstrated that  it  is  not  enough  to  satisfy  the  need  for  food  and  shelter,  that  freedom 
from  want  must  be  accompanied  by  freedom  from  fear,  freedom  of  inquiry,  freedom 
of  association,  and  freedom  of  speech.  Economic  development  without  political  free- 
dom is  a  contradiction  and  ultimately  doomed  to  failure.  Democratic  political  sys- 
tems and  free-market  economies  are  two  parts  of  the  same  process,  sustaining  each 
other.  Where  guarantees  of  individual  rights  within  a  society  do  not  exist,  the  inevi- 
table result  is  exploitation,  stratification,  disorder  and  the  inability  to  compete.  This 
is  especially  true  in  a  world  where  ever  more  nations  are  embracing  democratic 
principles. 

For  more  than  four  decades,  the  United  States,  through  bilateral  and  multilateral 
organizations,  had  extended  the  objectives  of  the  Marshall  Plan  to  the  developing 
world.  It  was  hoped  that  development  aid  could  achieve  the  kind  of  economic  growth 
and  opportunity  that  leads  to  social  stability  and  peaceful  competition.  Even  when 
successful,  this  emphasis  on  economic  growth  often  lost  momentum  because  it  was 
not  accompanied  by  political  growth. 

It  has  become  increasingly  apparent  that  an  ever  growing  number  of  problems  in 
the  developing  world  are  beyond  the  reach  of  traditional  economic  aid  because,  while 
they  have  economic  consequences,  the  problems  are  not  fundamentally  economic  in 
nature.  They  are  intrinsically  political  problems.  In  the  development  sphere,  what  ul- 
timately differentiates  nations  is  not  the  nature  of  their  problems  but,  rather,  the 
ways  in  which  they  resolve  them.  Truly  sustainable  development,  requires  the  capac- 
ity to  resolve  problems  without  a  resort  to  violence  or  repression — that  is,  in  a  way 
that  ultimately  adds  to  the  stability  of  society  and  enhances  the  ability  of  the  nation 
to  address  future  problems. 

Even  from  the  traditional  foreign  assistance  perspective,  the  establishment  of 
democratic  institutions  is  the  best  way  to  assure  sustainable  development.  Deforest- 
ation, rural  dislocation,  environmental  degradation  and  agricultural  policies  that 
lead  to  famine  all  trace  to  political  systems  in  which  the  victims  have  no  political 
voice,  in  which  government  institutions  feel  no  obligation  to  answer  to  the  people, 
and  in  which  special  interests  feel  free  to  exploit  the  resources,  land  and  people 
without  fear  of  oversight  or  the  need  to  account. 

The  democratic  transformation  of  the  republics  of  the  former  Soviet  Union,  espe- 
cially Russia,  is  the  greatest  challenge  facing  the  United  States  and  anyone  con- 
cerned with  foreign  assistance.  In  the  former  Soviet  Union,  the  time  for  a  concerted 
effort  in  support  of  strengthening  democratic  reformers  and  institutions  is  at  hand. 
This  must  be  done  in  tandem  with  economic  reform.  If  efforts  at  economic  restruc- 
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taring  fail,  political  reform  is  likely  to  collapse.  And  without  restructured  political 
institutions,  economic  reform  is  unlikely  to  succeed. 

Strong  political  parties  and  a  legislature  with  popular  legitimacy  can  provide  an 
important  buffer  for  President  Yeltsin  as  he  and  his  administration  enact  reform. 
Such  institutions  can  help  diffuse  the  criticism  that  would  otherwise  focus  on  an  in- 
dividual leader.  To  pass  through  the  current  crisis,  Russian  reformers — and  indeed, 
reformers  in  other  republics  of  the  former  Soviet  Union — will  have  to  build  up  their 
fledgling  democratic  institutions  and  develop  a  broader  political  coalition. 

This  is  not  simply  a  defense  mechanism  for  the  avoidance  of  chaos-  in  former  So- 
viet states.  The  development  of  a  multitude  of  pluralistic  institutions  is  an  essential 
F»art  of  the  evolution  01  a  democracy.  These  institutions  diffuse  power  and  legitimacy 
rom  the  center  without  diminishing  it — an  important  concept  in  a  state  like  Russia. 

Democratic  Change. — The  pressure  for  democratic  change  that  is  most  telling 
comes  from  within.  International  reaction  only  becomes  meaningful  after  domestic 
forces  have  created  a  critical  degree  of  expectation  inside  the  country  and  awareness 
beyond  its  borders.  Even  then,  democratization  rarely  results  from  popular  revolu- 
tion. 

Aside  from  the  well-known  state-building  undertaken  by  the  occupation  forces  of 
the  U.S.  and  British  armies  after  World  War  II,  the  transition  to  democracy  most 
often  commences  with  concessions  made  by  a  ruling  oligarchy  under  internal  or  ex- 
ternal pressure.  Such  ruling  authorities  provide  openings  for  limited  democratic 
practice  by  making  compromises  in  pursuit  of  self-perpetuation,  domestic  tranquility 
or  international  legitimacy.  It  is  this  last  goal — legitimacy — that  has  become  so  im- 
portant in  a  world  transformed  by  interdependence,  connected  by  the  electronic 
media  and  sensitized  to  the  specifics  of  human  rights. 

Anywhere  in  the  world,  each  time  a  challenge  has  been  met  successfully,  each 
time  a  democratic  institution  has  taken  root,  each  time  a  new  democratic  govern- 
ment has  addressed  old  problems  with  peaceful  methods,  the  rationale  for  demo- 
cratic solutions  has  been  strengthened  and  democratic  forces  have  been  encouraged 
and  sustained.  This  in  turn  has  made  it  harder  for  autocrats  to  arrogate  legitimacy 
to  themselves,  or  to  operate  as  if  in  a  political  vacuum. 

A  Strategy  for  Democracy. — Our  government  should  adopt  a  strategic  approach  to 
democratization  that  is  as  comprehensive  as  was  our  approach  to  Cold  War  contin- 
gencies. We  have  limited  resources — and  enormous  demands  on  them — so  our  re- 
sources must  be  directed — targeted,  if  you  will.  And  we  must  understand  the  dy- 
namics of  democratic  transitions,  for  the  consolidation  of  recent,  still  tentative 
democratic  gains  must  be  our  primary  goal. 

The  component  parts  of  a  political  democratization  process  are  fairly  consistent 
worldwide.  Over  the  past  9  years,  we  at  NDI  have  learned  a  great  deal  about  this 
development  work,  concentrating  on  five  functional  areas: 

1.  The  civic  culture.  This  is  the  most  fundamental  level  of  democratization  work, 
where  the  goal  is  to  educate  the  ordinary  citizen  and  inculcate  democratic  values. 
This  work  can  help  prepare  an  electorate  to  cast  a  meaningful  vote.  But  to  prepare 
citizens  for  life  in  a  democracy  after  the  first  free  election  can  take  a  generation  or 
more.  Learning  institutions  and  the  press  are  vital  in  the  dissemination  of  demo- 
cratic culture. 

2.  Developing  intermediary  organizations.  Citizens'  organizations — labor  unions, 
trade  associations,  parent-teacher  associations,  consumer  groups,  youth  organiza- 
tions— indeed,  affinity  groups  of  all  kinds  are  the  mechanisms  that  promote  demo- 
cratic values  and  civic  participation.  In  societies  where  these  groups  do  not  exist, 
outside  assistance  to  create  and  nurture  them  is  essential. 

3.  Election  systems.  The  development  of  legal  and  administrative  systems  capable 
of  producing  a  valid  and  representative  reflection  of  the  electorate's  will  is  essential 
in  establishing  legitimate  governments.  Free  and  fair  elections  are  important  mech- 
anisms of  peaceful  conflict  resolution  within  a  society. 

4.  Political  parties.  These  are  the  vehicles  for  healthy  pobtical  competition,  the 
institutional  mechanisms  that  allow  society  to  develop  and  hear  new  ideas.  If  these 
institutions  are  not  organized  democratically,  or  if  they  fail  to  perform  their  role, 
the  political  system  will  soon  ossify. 

5.  Governmental  institutions.  Executive  branches,  legislatures,  Judiciaries,  and 
local  governments  must  function  with  openness,  competence  and  integrity.  When 
new  democracies  are  in  the  fragile  consolidation  phase,  much  can  be  done  to  assist 
these  institutions  and  thus  anchor  democratic  gains. 

Multinational  Approaches. — A  key  to  promotingdemocracy  efficiently  in  a  world 
of  limited  resources  is  international  cooperation.  The  United  States  is  a  model  for 
democracy,  but  it  is  not,  nor  should  it  be  the  model.  The  United  States  is  an  ex- 
porter of  democracy,  but  the  cause  of  democracy  is  best  served  when  we  are  but  one 
exporter  among  many.  We  have  been  most  successful  at  NDI  when  we  have  joined 
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with  others  to  share  practical  democratic  skills.  We  have  found,  not  surprisingly, 
that  Latin  Americans  listen  closely  to  other  Latin  Americans  who  have  been 
through  a  democratic  transition,  just  as  Africans  appreciate  other  African  experi- 
ences and  Eastern  Europeans  respond  to  neighbors  from  their  region. 

But  cultural  affinity  is  but  one  element  of  successful  democracy-building.  As  a 
practical  matter,  peoples  attempting  to  make  the  transition  to  democracy  require  di- 
verse skills  and  experiences.  The  insights  of  democrats  from  other  nations  are  often 
more  relevant  than  our  own. 

Americans  have  no  real  experience  with  a  transition  from  autocracy  to  democracy, 
but  South  Americans  and  Eastern  Europeans  now  do.  Americans  understand  par- 
liamentary systems  but  our  congressional  experience  is  often  not  directly  applicable. 
Yet  there  are  dozens  of  experts  in  other  nations,  many  of  them  members  of  national 
parliaments,  who  have  grown  up  in  parliamentary  systems  and  who  are  eager  to 
share  their  understanding  of  how  parliamentary  democracy  works. 

Cooperative  approaches  such  as  these  are  not  merely  a  matter  of  common  sense. 
They  convey  a  deeper  truth  to  nations  attempting  a  transition  to  democracy:  that 
they  are  not  conceding  something  to  the  United  States  when  they  develop  demo- 
cratic institutions;  rather,  they  are  joining  a  community  of  nations.  That  other  na- 
tions have  traversed  the  same  course.  That  while  autocracies  are  inherently  isolated 
and  fearful  of  the  outside  world,  democracies  can  count  on  natural  allies  and  an  ac- 
tive support  structure.  That  other  nations  are  concerned  and  are  watching — some- 
thing that  would-be  autocrats  will  bear  in  mind. 

The  promotion  of  democracy  in  the  post-cold  war  world  does  not  lend  itself  to 
unilateralism.  If  we  are  to  be  effective,  we  must  join  other  nations  in  this  endeavor 
and  we  must  help  create  enforcement  mechanisms  within  international  and  regional 
organizations.  This  process  is  well  underway  at  the  U.N.  The  OAS  has  adopted  new 
procedures  to  deal  with  threats  to  democracy.  The  CSCE  process  and  the  European 
human  rights  court  at  the  Council  of  Europe  serve  most  of  East  and  West  Europe. 
The  Organization  of  African  Unity  is  beginning  to  consider  its  role  and  as  democ- 
racyspreads  in  Africa,  it  will  likely  play  an  increasingly  important  part. 

NDI  from  its  inception  has  structured  its  programs  to  be  multinational.  Our  expe- 
rience has  been  that  would-be  recipients  in  other  nations  come  to  us  with  specific 
requests — for  election  assistance,  for  help  with  party-building,  for  training  in  munic- 
ipal reform,  for  civic  organizational  assistance.  We  do  not  provide  a  fixed  program. 
Kather,  each  program  is  tailored  to  meet  the  political  needs  and  cultural  sensibili- 
ties of  the  nation  where  it  will  take  place.  A  typical  training  program  will  then  in- 
volve experts  from  half  a  dozen  countries.  Election  observer  missions  often  bring  to- 
gether citizens  of  a  dozen  or  more  countries.  The  international  nature  of  these  pro- 
grams sends  a  powerful  message  about  the  larger  concerns  of  the  community  of 
democratic  nations.  This  approach  also  reinforces  the  message  that  there  is  no  ideal 
democratic  system,  although  certain  core  principles  are  shared  by  all  democracies. 

The  Role  of  NGOs. — While  governments  can  set  the  tone  and  foreign  aid  can  pro- 
vide needed  resources  for  democratic  development,  much  of  the  real  work  must  be 
done  by  nongovernmental  organizations.  Groups  such  as  ours  are  capable  of  assum- 
ing responsibility,  yet  are  not  constrained  by  the  stringent  rules  of  diplomacy.  Our 
activities  are  relatively  free  from  the  need,  imposed  on  representatives  of  the  U.S. 
government,  to  take  into  account  the  full  range  of  official  interests  and  bureaucratic 
purviews.  NGOs  can  readily  share  information,  knowledge  and  experiences  that  will 
be  valuable  to  individuals  and  groups  who  are  pursuing  or  consolidating  democracy, 
sometimes  without  the  cooperation  or  sanction  of  their  government. 

NGO  initiatives  must  grow  out  of  the  needs  of  democrats  struggling  on  the  ground 
in  the  host  country.  The  work  should  always  be  in  the  open  and  should  be  conducted 
with  partners  committed  to  pluralism  and  nonviolence.  This  work  requires  govern- 
mental resources,  but  it  cannot  be  undertaken  under  the  direction  of  government, 
except  in  the  broadest  sense.  Organizations  such  as  the  National  Endowment  for 
Democracy,  with  its  private  board  of  prominent  citizens,  are  free  from  affiliation 
with  a  particular  administration,  and  thus  can  promote  democratization  without 
suspicions  arising  that  narrower  interests  are  the  real  motive. 

While  private  American  organizations  working  in  this  developmental  field  should 
not  be  agents  of  their  government,  consultation  is  necessary  with  both  Congress  and 
the  Executive  Branch.  If  public  funds  are  used,  public  disclosure,  openness  and  ac- 
countability must  prevail. 

NGOs  like  the  National  Democratic  Institute  have  greatly  appreciated  the  expan- 
sion of  democracy  initiatives  undertaken  by  the  Agency  for  International  Develop- 
ment. These  programs  have  enhanced  considerably  our  ability  to  respond  to  re- 
quests for  democracy  assistance.  They  have  also  provided  the  resources  necessary 
to  maintain  a  permanent  field  presence  in  many  countries  and  to  sustain,  on  s  long- 
term  basis,  political  development  activities. 
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At  the  same  time,  Congress  and  AID  should  review  the  contractual  relationship 
between  agencies  of  the  U.S.  government  and  NGOs.  Unlike  development  aid,  de- 
mocracy assistance  requires  the  ability  to  respond  quickly  to  emerging  opportunities 
and  sudden  problems  in  rapidly  shifting  political  environments.  However,  time-con- 
suming procedures  often  inhibit  flexibility  and  movement.  Congress,  AID  and  the 
NGO  community  need  to  work  together  to  find  an  operating  style  that  provides  for 
proper  accountability  and  oversight  of  public  funds,  and  yet  is  not  weighted  with 
onerous  regulations  that  can  ultimately  undermine  the  effectiveness  of  democracy 
programs.  This  would  enable  NGOs  to  use  funds  made  available  to  them  in  the  most 
efficient  manner,  to  protect  the  nongovernmental  nature  of  the  programs,  and  to 
achieve  the  goals  Congress  has  established  for  them. 

In  addition  to  the  issue  of  regulations,  both  ADD  and  NGOs  currently  operate 
under  a  series  of  Congressional  restrictions  that  limit  where  they  can  conduct  pro- 
grams. For  instance,  no  aid  dollars  can  be  used  in  countries  that  are  in  arrears  in 
their  debt  payments  to  the  United  States.  Money  cannot  be  spent  in  a  nation  where 
the  government  has  taken  power  as  the  result  of  a  military  coup.  Money  cannot  be 
used  in  countries  that  are  not  in  compliance  with  certain  nonproliferation  agree- 
ments. Congress  may  want  to  consider  reviewing  these  restrictions  as  part  of  the 
reauthorization  of  the  foreign  assistance  act. 

Some  countries  where  democratization  assistance  is  most  needed  now  are  being 
denied  assistance.  Too  often,  this  is  due  less  to  existing  law  than  to  an  overly  broad 
interpretation  of  that  law  (or  of  an  administrative  rule)  and  its  intent.  This  is  par- 
ticularly troubling  when  the  net  result  is  to  deny  funds  for  political  development, 
for  these  monies  might  directly  affect  the  nature  of  the  government  that  is  respon- 
sible for  the  conditions  that  elicited  restrictions  in  the  first  place. 

I  hope  the  Committee  would  also  consider  sympathetically  the  Administration's 
FY  1994  request  for  increased  funding  to  the  National  Endowment  for  Democracy 
(NED).  The  Endowment  and  its  core  grantees,  of  which  NDI  is  one,  have  developed 
substantial  expertise  and  have  worked  successfully  in  some  of  the  most  difficult  po- 
litical environments  overseas — including  places  where  AID  and  other  U.S.  agencies 
have  not  been  able  to  operate.  The  activities  of  the  NED  have  and  will  continue  to 
complement  other  U.S.  government-funded  programs  and  requests  for  urgent  assist- 
ance have  consistently  far  outstripped  the  Endowment's  modest  resources.  Many  of 
the  difficult  operational  issues  I  noted  earlier — how  to  provide  simultaneously  for 
flexibility  in  program  development  and  full  accountability  to  the  taxpayers — have 
been  addressed  and  resolved  at  the  NED. 

In  an  era  when  foreign  aid  faces  reduced  allocations,  a  democratization  approach 
to  our  assistance  programs  provides  a  way  to  judge  whether  future  development  aid 
to  a  particular  country  is  justified.  This  is  particularly  important  when  competing 
demands  and  limited  resources  force  policy-makers  to  choose  aid  recipients  and 
projects  with  care.  Conditioning  development  assistance  on  a  country's  democratic 
performance  can  also  provide  added  leverage  in  promoting  democracy,  human  rights 
and  accountability.  Mr.  Chairman,  the  promotion  and  consolidation  of  democracy  is 
a  never-ending  process.  Democracy  can  be  a  home  to  fear  as  well  as  to  hope,  to  prej- 
udice as  well  as  to  mutual  respect,  and  to  demagoguery  as  well  as  to  constructive 
debate.  In  recent  years,  we  have  supported  the  worldwide  democratic  movement.  At 
the  same  time  we  have  witnessed  serious  setbacks.  Recognizing  that  democracy  as- 
sistance is  not  a  science,  our  Institute  and  other  groups  are  learning  each  day  how 
to  better  design  and  implement  programs.  We  try  to  build  upon  successes  and  learn 
from  mistakes.  We  also  have  come  to  recognize  limitations  as  well  as  opportunities. 

One  current  development  that  affects  virtually  all  our  work,  and  increasingly  im- 
pinges on  every  decision  taken  by  this  Committee,  is  the  worldwide  resurgence  of 
national  identity.  While  popular  attachments  to  national  sentiment  have  been  liber- 
ating and  strengthening  in  some  contexts,  we  have  lately  been  reminded  all  too  viv- 
idly of  the  darker,  violent  dimension  of  nationalism.  In  every  kind  of  democratic  de- 
velopment program,  we  now  must  ask  ourselves  whether  a  proposal  or  activity  will 
exacerbate  or  ameliorate  national  tensions. 

I  hope  that  the  Committee  will  continue  to  view  democratization  assistance  as 
vital  to  American  foreign  policy  and  to  expand  these  activities  through  foreign  as- 
sistance programs.  While  the  results  of  these  activities  may  not  always  be  instanta- 
neous, they  ultimately  will  advance  measurably  our  strategic  and  economic  inter- 
ests, as  well  as  our  moral  values. 

Senator  Sarbanes.  Thank  you  very  much. 
Lome  Craner. 
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STATEMENT  OF  LORNE  CRANER,  ACTING  PRESIDENT, 
INTERNATIONAL  REPUBLICAN  INSTITUTE 

Mr.  Craner.  I  would  first  like  to  thank  you  for  inviting  me  to 
testify  here  today. 

During  my  days  in  the  State  Department,  I  often  had  the  duty 
of  accompanying  ambassadorial  nominees  to  testify  before  Senator 
Sarbanes.  I  never  dreamed  I  would  have  the  same  opportunity  so 
soon.  [Laughter.] 

I  am  the  acting  president  of  IRI.  The  permanent  president  will 
be  selected  on  Monday.  Senator  McCain,  as  the  chairman  of  our 
board,  has  occasioned  reviews  of  some  of  IRI's  operations.  Some  of 
the  broader  conclusions  being  reached  are  relevant  here  today. 

You  will  recall  that  the  institutionalization  of  America's  crusade 
for  democracy  began  with  President  Reagan's  1982  Westminster 
speech.  His  new  emphasis  on  democratization  was  a  welcome  break 
with  the  past.  Obviously,  some  of  the  lessons  learned  in  Vietnam, 
Nicaragua,  and  Iran — that  allied  leaders  without  popular  support 
were  likely  to  be  swept  away  and  replaced  with  rulers  inimical  to 
U.S.  interests  and  possibly  aligned  with  Moscow — were  having  an 
effect. 

Throughout  the  1980's,  the  long  twilight  struggle  against  com- 
munism remained  a  locus  of  the  democratization  efforts.  Democra- 
tization was  seen  by  many  as  another  means  to  roll  back  or  fore- 
stall the  loss  of  strategic  countries  to  Moscow  in  the  zero  sum  game 
of  the  cold  war.  The  principal  measure  of  success  became  elections, 
which  ended  authoritarian  rule  in  a  number  of  nations. 

Two  important  changes  have  taken  place  since  those  days.  The 
first,  of  course,  is  the  end  of  the  cold  war.  While  the  United  States 
has  always  been  looked  up  as  the  beacon  of  liberty  in  the  world, 
in  the  post-cold  war  era,  our  Nation  is  now  able  to  fulfill  this  vision 
and  more  closely  align  its  foreign  assistance  decisions  with  its 
democratic  principles. 

The  second  important  change  is  the  way  we  approached  democra- 
tization. We  have  learned  from  experiences  in  the  Philippines, 
Nicaragua,  El  Salvador,  and  elsewhere,  that  elections  are  an  im- 
portant component  of,  but  do  not  equal,  democracy.  What  is  just  as 
important  is  helping  to  build  the  legal  system,  media,  political  par- 
ties, and  other  institutions  that  make  a  free  society. 

It  is  in  helping  to  create  these  conditions  that  the  two-party  in- 
stitutes can  be  most  useful.  I  would  like  to  take  a  moment  to  illus- 
trate the  work  IRI  has  been  doing,  using  Russia  as  an  example.  IRI 
began  party  training  for  the  Democratic  Russia  Coalition  just  1 
month  after  the  failed  1991  coup  in  Moscow. 

This  effort  to  teach  the  details  of  party  organization,  constituency 
identification,  polling,  and  leadership  training,  has  been  expanded 
to  five  other  cities  throughout  Russia. 

Armed  with  IRI  training  kits,  those  taught  by  the  Institute  have 
gone  on  to  teach  hundreds  of  other  Russians  the  fundamentals  of 
political  organization.  In  addition,  IRI  has  helped  to  build  Demo- 
cratic Russia's  infrastructure  by  sending  dozens  of  computers, 
faxes,  and  typewriters  for  use  in  coordinating  party  membership 
drives  and  get  out  the  vote  efforts. 

As  last  month's  referendum  approached,  IRI  responded  to  re- 
quests from  Yelena  Bonner  and  other  Democratic  activists  by  print- 
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ing  30,000  poll  watcher  pamphlets  to  enable  Russian  citizens  to 
spot  fraud  and  other  irregularities  on  election  day. 

In  addition,  with  a  grant  from  the  National  Endowment  for  De- 
mocracy, IRI  sent  an  observer  delegation  to  Moscow  and  four  other 
cities  across  Russia  to  monitor  the  election  process.  The  delegation 
noted  benign  irregularities  in  the  Russian  voting  system  that  we 
will  recommend  be  changed  before  the  possible  autumn  elections. 

Finally,  the  delegation  was  able  to  see  the  results  of  the  Insti- 
tute's work,  as  hundreds  of  IRI-trained  activists  helped  to  get  out 
the  vote  for  Boris  Yeltsin. 

And  if  I  could,  just  as  an  aside,  thank  you,  Senator  Kassebaum, 
for  allowing  Lori  Murray  to  come  with  us.  She  did  a  very  good  job 
in  a  very  difficult  city  during  the  referendum. 

Obviously,  I  agree  with  President  Clinton's  analysis  that  having 
spent  hundreds  of  billions  containing  the  Soviet  menace,  spending 
a  fraction  of  that  amount  to  further  democracy  in  Russia  is  a  wise 
investment. 

Similarly,  the  few  hundred  thousand  that  IRI  and  NDI  will 
spend,  jointly,  in  South  Africa  can  help  bring  a  democratic  end  to 
apartheid;  like  amounts  being  spent — again  jointly — in  Cambodia, 
have  helped  to  keep  a  faltering  peace  process  on  track  and  prevent 
a  repetition  of  the  killing  fields.  Even  in  the  most  closed  societies, 
like  Burma,  IRI  is  working  to  aid  those  forces  dedicated  to  self-de- 
termination, human  rights,  and  the  rule  of  law. 

In  all  of  these  nations,  political  liberalization  will  help  open  the 
way  for  U.S.  businesses,  investment,  and  exports.  I  would,  there- 
fore, argue  that  the  United  States  should  take  advantage  of  the 
new  opportunities  for  democratization  in  the  post-cold  war  world. 

I  would  be  the  first  to  admit  that  simply  furthering  political  de- 
mocratization abroad  would  not,  in  and  of  itself,  enable  us  to  reach 
our  goal  of  peaceful,  free,  and  prosperous  world.  In  many  former 
Communist  nations,  for  example,  democratization  is  only  half  of 
the  game.  The  collapse  of  central  economic  control  means  U.S.  eco- 
nomic assistance  and  expertise  is  vital  if  a  reversion  to 
authoritarianism  is  to  be  avoided.  In  such  cases,  IRI  has  begun  dis- 
cussions with  other  NED  core  grantees,  those  most  proficient  in  ec- 
onomics, to  help  coordinate  the  necessary  programs. 

Finally,  as  you  begin  work  on  reforming  U.S.  foreign  aid  pro- 
grams, I  know  that  you  will  be  closely  with  Brian  Atwood  and  Dick 
McCall.  I  can  only  add  my  voice  to  those  praising  them. 

As  a  former  administration  official,  I  know  how  difficult  it  is  to 
both  maintain  public  support  for  foreign  aid  and  carry  out  the  nec- 
essary reforms  necessary  to  make  it  more  cost-effective. 

I,  therefore,  want  to  thank  your  subcommittee  for  taking  on  this 
task  and  to  reiterate  that  IRI  will  help  in  any  way  possible.  Thank 
you. 

[The  prepared  statement  of  Mr.  Craner  follows:] 

Prepared  Statement  of  Mr.  Craner 

I  would  first  like  to  thank  the  committee  for  inviting  me  to  testify  today.  You  will 
recall  that  the  institutionalization  of  America's  crusade  for  democracy  began  with 
President  Reagan's  1982  Westminster  speech.  His  new  emphasis  on  democratization 
was  a  welcome  break  with  the  past;  obviously,  some  of  the  lessons  learned  in  Viet- 
nam, Nicaragua  and  Iran— that  allied  leaders  without  popular  support  were  likely 
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to  be  swept  away,  and  replaced  with  rulers  inimical  to  U.S.  interests  and  possibly 
aligned  with  Moscow — were  having  an  effect. 

Throughout  the  1980s  the  "long  twilight  struggle"  against  communism  remained 
a  locus  of  the  democratization  effort.  Democratization  was  seen  by  many  as  another 
means  to  roll  back,  or  forestall,  the  loss  of  strategic  countries  to  Moscow  in  the  zero 
gum  game  of  the  cold  war.  The  principal  measure  of  success  became  elections,  which 
ended  authoritarian  rule  in  a  number  of  nations. 

Two  important  changes  have  taken  place  since  the  1980s.  The  first,  of  course,  is 
the  end  of  the  cold  war.  While  the  United  States  has  always  been  looked  upon  as 
the  beacon  of  liberty  in  the  world,  in  the  post  cold  war  era,  our  Nation  is  now  able 
to  fulfill  this  vision,  and  more  closely  align  its  foreign  assistance  decisions  with  its 
democratic  principles.  The  second  important  change  is  the  way  we  approach  democ- 
ratization. We  have  learned,  from  experiences  in  the  Philippines,  Nicaragua,  El  Sal- 
vador and  elsewhere  that  elections  are  an  important  component  of,  but  do  not  equal, 
democracy.  What  is  just  as  important  is  helping  to  build  the  legal  system,  media, 
political  parties  and  other  institutions  that  make  a  free  society. 

It  is  in  helping  to  create  these  conditions  that  the  two  party  institutes  can  be 
most  helpful.  Td  like  to  take  a  moment  to  illustrate  the  work  IRI  has  been  doing, 
using  Russia  as  an  example.  IRI  began  party  training  for  the  democratic  Russia  coa- 
lition just  1  month  after  the  failed  1991  coup.  This  effort  to  teach  the  details  of 
party  organization,  constituency  identification,  polling,  and  leadership  training,  has 
expanded  to  five  cities  throughout  Russia.  Armed  with  IRI  training  kits,  those 
taught  by  Institute  have  gone  on  to  teach  hundreds  of  other  Russians  the  fun- 
damentals of  political  organization.  In  addition,  IRI  has  helped  to  build  democratic 
Russia's  infrastructure  by  sending  dozens  of  computers,  faxes  and  typewriters  for 
use  in  coordinating  party  membership  drives  and  get  out  the  vote  efforts.  As  last 
month's  referendum  approached,  IRI  responded  to  a  request  from  Yelena  Bonner 
and  other  democratic  activists  by  printing  30,000  poll  watcher  pamphlets  to  enable 
Russian  citizens  to  spot  fraud  ana  other  irregularities  on  polling  day.  Finally,  with 
a  grant  from  the  National  Endowment  for  Democracy,  ffil  sent  an  observer  delega- 
tion to  Moscow  and  four  other  cities  across  Russia  to  monitor  the  election  process. 
The  observers  noted  a  number  of  benign  irregularities  in  the  Russian  voting  system 
that  we  will  recommend  be  changed  before  possible  autumn  elections.  In  addition, 
the  delegation  was  able  to  see  the  results  oi  the  Institute's  work  as  dozens  of  IRI- 
trained  activists  helped  to  get  out  the  vote  for  Boris  Yeltsin. 

Obviously,  I  agree  with  President  Clinton's  analysis  that,  having  spent  hundreds 
of  billions  containing  the  Soviet  menace,  spending  a  fraction  of  that  amount  to  en- 
sure democracy  in  Russia  is  a  wise  investment.  Similarly,  the  few  hundred  thousand 
that  IRI  and  NDI  will  spend  in  South  Africa  can  help  bring  a  democratic  end  to 
apartheid;  like  amounts  being  spent  in  Cambodia  have  helped  Keep  a  faltering  peace 
process  on  track,  preventing  a  repetition  of  the  killing  fields.  Even  in  the  most 
closed  societies,  like  Burma,  IRI  is  working  to  aid  those  forces  dedicated  to  self  de- 
termination, human  rights,  and  the  rule  of  law.  In  all  these  nations,  political  liberal- 
ization will  help  open  the  way  for  U.S.  businesses,  investment,  and  exports. 

I  would  therefore  argue  that  the  United  States  should  take  advantage  of  the  new 
opportunities  for  democratization  in  the  post-cold  war  world.  I  would  be  the  first  to 
admit  that  simply  furthering  political  democratization  abroad  would  not  enable  us 
to  reach  our  goal  of  a  peaceful,  free  and  prosperous  world;  in  many  former  Com- 
munist nations,  for  example,  democratization  is  only  half  the  game;  the  collapse  of 
central  economic  control  means  U.S.  economic  assistance  and  expertise  is  vital  if  a 
reversion  to  authoritarianism  is  to  be  avoided.  In  such  cases,  nil  has  begun  discus- 
sions with  the  NED  core  grantees  most  proficient  at  economics  to  help  coordinate 
the  necessary  programs. 

As  you  begin  work  on  reforming  U.S.  foreign  aid  programs,  I  know  you  will  be 
working  closely  with  Brian  Atwood  and  Dick  McCall;  I  can  only  add  my  voice  to 
those  praising  them.  As  a  former  administration  official,  I  know  how  difficult  it  is 
to  maintain  public  support  for  foreign  aid,  and  to  carry  out  the  reforms  necessary 
to  make  it  more  cost  effective.  I  therefore  want  to  thank  your  subcommittee  for  tak- 
ing on  this  task,  and  to  reiterate  that  ffil  will  help  in  any  way  possible. 

Thank  you. 

Senator  Sarbanes.  Thank  you  very  much.  It  was  very  helpful 
testimony.  And  we  appreciate  the  panel's  contribution. 

First,  I  will  put  a  couple  of  questions,  because  the  hour  is  grow- 
ing late. 

Would  the  people  at  the  table  generally  agree  that  this  democra- 
tization effort  is  better  done  through  the  National  Endowment  for 
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Democracy  and,  in  turn,  through  the  two  party  institutes  rather 
than  through  AID?  How  much  of  a  role  does  AID  play  now,  I  would 
ask? 

And  then,  second,  whatever  that  role  is,  should  AID  be  playing 
that  role  or  a  bigger  role,  or  would  it  be  better  to  be  working 
through  the  nongovernmental  organizations  for  many  of  the  rea- 
sons that  were  set  out  in  Mr.  Woflack's  statement?  Is  there  a  view 
about  that  at  the  table? 

Dr.  Bissell.  Well,  maybe  I  should  briefly  fill  you  in  on  some  of 
the  additional  work  that  AID  is  supporting. 

Democracy-building  is  a  very  large  program  that  annually  adds 
up  to  any  where  from  $75  million  to  $100  million.  It  substantially 
overshadows  the  NED  budget,  which  is  now,  what,  $20  million  a 
year? 

Senator  Sarbanes.  $30  million. 

Dr.  Bissell.  $30  million.  The  program,  as  you  may  recall,  had 
its  basis  originally  about  10  years  ago  in  Latin  America,  in  the  Ad- 
ministration of  Justice  Program,  which  has  grown  very  substan- 
tially. 

As  we  continue  to  see  assaults  upon  justice  systems,  there  are 
large  amounts  of  training  that  goes  on,  technical  assistance  to  the 
function  of  the  courts  and  the  legal  systems  and  so  forth,  in  Latin 
America  that  is  now  being  spread  elsewhere  abroad. 

There  are  certainly  things  AID  does  well  and  certain  things  that 
are  much  better  done  by  nongovernmental  organizations  such  as 
the  institutes  or  by  the  NED,  because  of  the  flexibility  that  comes 
from  being  a  nongovernmental  organization. 

Reference  has  already  been  made  to  the  questions  and  restric- 
tions, and  where  we  can  provide  aid;  questions  of  contracting 
speed.  For  instance,  one  of  the  things  that  began  with  AID  support 
was  the  funding  for  election  observer  teams. 

That  began  back  in  Central  America.  That  has  now  been  handed 
off  in  considerable  degree  to  nongovernmental  organizations  to 
carry  out,  although  AID  still  pays  for  some  of  those  election  teams, 
through  grants  to  the  NED  or  to  the  institutes,  to  organize  those. 

There  is  still  certain  technical  assistance  where  AID  plays  a  very 
useful  role.  For  instance,  where  it  has  the  planning  time  to  set  up 
and  help  pay  for  voter  registration  systems,  or  polling  systems, 
election  inks  and  that  sort  of  thing  that  AID,  I  think,  can  still  do 
an  excellent  job,  unless  some  nongovernmental  organization  wants 
to  pick  up  that  function.  I  am  happy  to  privatize  that  kind  of  func- 
tion. 

The  one  area  where  AID  is  particularly  weak  and  where  I  think 
it  is  dangerous  for  it  to  go  very  far  is  the  political  culture  area. 

It  is  a  very  sensitive  field.  How  one  begins  working  in  foreign  so- 
cieties in  educating  people  to  participate  and  designing  appropriate 
democratic  systems,  is  not  what  the  United  States  can  prescribe  of- 
ficially. 

It  is  best  that,  just  as  the  German  Government  created  inde- 
pendent foundations  to  take  the  lead  on  that,  if  we  have  independ- 
ent institutes  or  other  nongovernmental  organizations  it  is  terrific 
that  they  do  so,  because  I  do  not  think  AID  will  ever  have  a  com- 
parative advantage  on  those  institutions. 
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Mr.  Wollack.  I  would  agree.  I  do  not  think  it  is  an  either/or 
proposition.  There  are  a  number  of  things  that  AID  can  do  directly 
that  are  carried  out  by  the  agency.  There  are  many  things  that 
AID  can  do  through  nongovernmental  organizations  that  it  should 
continue  to  do. 

The  endowment  plays  a  complementary  role.  So,  in  a  sense — 
from  the  viewpoint  of  grantees  of  both  AID  and  NED,  we  want 
funding  from  both  sources.  We  would  like  to  see  the  endowment's 
budget  increased,  because  it  provides  a  great  deal  of  flexibility  for 
organizations  like  ours  to  respond  very  quickly  to  events. 

At  the  same  time,  AID  provides  the  added  resources,  for  exam- 
ple, to  have  a  permanent  field  presence  in  many  of  these  countries. 

So,  on  one  hand,  an  increase  for  the  endowment  is  important.  In 
terms  of  AID,  when  it  does  work  through  nongovernmental  organi- 
zations, particularly  in  the  political  development  sphere,  what  we 
would  hope  is  that  the  regulations  could  be  reviewed  so  as  to  find, 
as  I  said,  a  middle  ground  between  proper  oversight  and  account- 
ability, and  the  flexibility  required  to  operate  in  a  political  arena 
that  changes  almost  on  a  daily  basis. 

Senator  Sarbanes.  Lome? 

Mr.  Craner.  I  would  agree  with  Ken  that  we  would  not  like  an 
either/or.  Ken  pointed  out  some  very  valuable  issues,  as  far  as  reg- 
ulations go,  in  his  testimony.  And  I  fully  subscribe  to  them. 

The  other  issue  that  we  have — and  the  reason  why  we  would  like 
to  continue  to  receive  both  AID  and  NED  funding  is  that,  gen- 
erally, AID  does  not  have  money  available  for  democratization  as- 
sistance in  Asia  or  Latin  America  or  the  Middle  East.  We  are  ac- 
tive in  those  areas,  and  we  end  up  going  to  NED  for  such  funds. 

Senator  Sarbanes.  Would  it  be  better  for  NED  to  have  more 
money  and  work  it  that  way,  than  through  AID? 

Mr.  Craner.  Again,  I  would  not  say  either/or,  but  I  do  subscribe 
to  the  idea  of  NED  having  more  funds.  I  think  they  have  proven 
that  they  can  do  very  valuable  work. 

As  Ken  said,  when  things  have  to  happen  quickly,  we  go  to  NED. 
We  went  to  NED  as  soon  as  the  Russian  referendum  was  an- 
nounced. And  a  week  later,  having  justified  why  we  wanted  the 
money,  we  had  it.  We  could  not  hope  to  do  that  with  AID. 

Senator  Sarbanes.  OK  I  am  going  to  yield  to  Senator  Kasse- 
baum.  Let  me  just  make  this  one  observation.  I  think  there  is  a 
disconnect  between  the  willingness  of  Americans,  at  the  personal 
level,  to  be  very  generous,  for  humanitarian  causes,  and  their  un- 
willingness to  institutionalize  that  at  a  governmental  level,  funded 
through  their  taxes,  rather  than  their  voluntary  contributions. 

Now,  whether  this  is  because  they  do  not  think  these  programs 
will  work  through  the  government  is  difficult  to  know. 

A  lot  of  Americans  give  money  to  private  appeals.  And  there 
have  been  studies  that  show  that  some  of  these  appeals  spend  an 
enormous  amount  of  the  money  on  themselves,  for  administration 
and  so  forth. 

Sometimes  very  little  money  ends  up  reaching  those  for  whom  it 
is  intended.  And  yet,  many  people  seem  to  respond  to  these  ap- 
peals. Thus  there  is  sort  of  a  disconnect  between  what  people  are 
willing  to  support  privately,  voluntarily,  and  what  they  will  sup- 
port publicly.  I  think  it  is  one  of  the  challenges  we  face. 
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I  do  think  that  one  of  the  problems  with  development  policies,  as 
you  said  earlier,  is  that  we  have  gotten  tired.  I  think  a  lot  of  people 
wonder,  you  know,  where  has  it  worked.  So  they  look  around  the 
world  for  examples. 

And  everyone  keeps  saying:  "Well,  you  know,  we  have  had  devel- 
opment efforts  here.  And  we  have  had  them  there.  And,  you  know, 
things  are  still  pretty  bad." 

There  are  a  few  positive  examples  they  cite,  usually  in  the  Pa- 
cific Rim  countries,  but  it  is  hard  to  lay  out  a  clear  success  story 
for  people. 

Senator  Kassebaum. 

Senator  Kassebaum.  Well,  Dr.  Bissell  gave  some  excellent  testi- 
mony in  1987,  when  we  had  an  Africa  hearing.  And  I  am  sure  you 
felt  like  same  song,  second  verse,  and  wonder  if  any  progress  is 
made  out  of  that,  those  hearings — it  was  a  series  of  hearings. 

We  did  make  some  changes  in  that  the  African  moneys  became — 
Africa  programs  became  regional.  And  there  was  the  Africa  devel- 
opment initiative,  which  is  still  new  enough  that  I  am  not  sure,  but 
maybe  you  could  give  us  some  thoughts  on  regional  accounts  and 
how  you  feel  the  African  development  initiative  is  going. 

Dr.  Bissell.  Thank  you  for  remembering  that.  The  Development 
Fund  for  Africa  is  a  regional  account  within  AID.  It  was  a  signifi- 
cant departure  from  the  way  in  which  we  had  authorized  funds  be- 
fore. 

We  did  that  deliberately,  simply  because  that  was  the  target  of 
opportunity.  There  clearly  was  no  room  in  terms  of  having  that 
kind  of  departure  for  the  whole  agency,  but  rather  to  be  able  to  do 
so  for  one  part  of  the  world,  which  clearly  had  distinct  needs  and 
was  in  great  distress  at  that  point  in  time.  It  was  worth  the  experi- 
ment. 

There  are  some  significant  successes  out  of  the  Devlopment 
Fund.  What  we  need  to  do  is  to  take  the  Development  Fund  for  Af- 
rica experience  and  generalize  it,  incorporating  a  few  of  the  lessons 
where  it  has  not  worked,  so  that  development  assistance  is  a  sepa- 
■po+p  account 

If  we  had  a  strong  development  policy  behind  it,  it  could  apply 
to  Latin  America  and  Asia  and  the  Middle  East  as  well.  The  suc- 
cesses appear  where  it  has  aligned  with  other  donors,  because  in 
Africa  it  is  easy  to  get  confusion  among  different  donors. 

Successes  also  appear  where  there  has  been  sufficient  stability 
within  the  country  to  sustain  that  effort.  And  we  have  countries 
that  fall  in  and  out  of  reform  programs,  like  Zambia. 

We  have  others  that  really  do  keep  them  going  over  a  consider- 
able period  of  time,  like  Ghana  or  Senegal,  where  a  lot  of  progress 
can  be  made.  And  one  can  say  that  the  Development  Fund  for  Afri- 
ca model,  in  fact,  had  a  considerable  success. 

I  worry  about  the  lesson  learned  from  the  DFA  being  that  there 
should  be  regional  funds  all  around  the  world.  I  would  not  want 
that  to  be  the  outcome,  simply  because  there  are  so  many  problems 
that  are  global,  rather  than  regional. 

And  second,  I  know  that  certain  regions  would  suffer  badly  under 
that  formulation,  that  it  would  not  be  politically  astute  to,  for  in- 
stance, create  a  separate  Asia  fund,  because  it  would  almost  cer- 
tainly disappear  out  of  sight. 
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There  were  several  attempts  over  the  last  couple  of  years,  in  fact, 
to  create  some  separate  programming  for  Asia.  And  they  simply 
could  not  compete  with  poorer  regions.  After  all,  there  are  such 
other  large  donors  there,  such  as  the  Japanese.  It  then  becomes 
harder  to  defend  the  fund  for  that  region. 

So  Africa,  it  seems  to  me,  was  relatively  unique  in  the  sense  of 
creating  a  regional  fund  with  specific  purposes,  but  if  one  could 
take  that  and  apply  that  to  similar  needs  across  the  world,  and  you 
have  a  set  of  countries  across  the  world  ranging  from  Haiti  to  India 
and  Bangladesh,  that  have  similar  kinds  of  requirements,  then  our 
assistance  would  be  much  more  effective. 

It  has  cut  down  the  time  of  the  contracting  process.  It  has  intro- 
duced greater  efficiency.  It  has  certainly  increased  the  consultation 
between  AID,  the  World  Bank,  and  other  donors. 

So  I  think  it  is  a  cup  that  is  considerably  more  than  half  full  in 
terms  of  the  outcome  of  that  experiment,  that  you  were  willing  to 
provide  us  with. 

Senator  Kassebaum.  Senator  Sarbanes  was  very  supportive  and 
was  really — along  with  Senator  McConnell — instrumental  in  seeing 
this  worked  into  the  reauthorization  legislation. 

It  is  interesting  to  hear  you  say  that  it  did  improve  the  consulta- 
tion between  all  of  the  donor  groups  that  we  are  interested  in,  be- 
cause I  had  not,  necessarily,  followed  that  as  being  something  that 
had  worked  out.  And  I  am  pleased  to  hear  you  say  that. 

Dr.  Bissell.  It  has  been  striking  to  see  in  several  instances.  One 
is  that  our  structure  is  much  more  parallel  to  other  donors.  Prior 
to  that,  we  had  a  Kenya  program  and  we  had  a  Senegal  program, 
and  we  had  a  South  Africa  program. 

It  was  thus  hard  to  have  a  regional  discussion,  because  our  for- 
eign policy  issues  were  constantly  coming  onto  the  table  in  talking 
with  other  donors  on  a  bilateral  basis,  as  opposed  to  looking  at  it 
as  a  regional  means  of  setting  priorities. 

The  second  thing  is  you  can  see  the  outcome  in  terms  of  specific 
consultative  groups.  For  instance,  last  year,  the  message  sent  to 
the  President  of  Kenya  about  the  need  for  elections  and  democra- 
tization was  that  the  donors  together  were  not  going  to  provide  ex- 
tensive resources  unless  he  began  moving. 

Mr.  Wollack.  I  would  say,  also,  Senator,  with  regard  to  our 
work,  that  regional  approaches  also  work  quite  well. 

The  International  Republican  Institute,  the  National  Democratic 
Institute,  and  the  African-American  Institute  are  now  working 
with  a  special  fund,  the  Africa  Regional  Election  Assistance  Fund, 
which  allows  us  to  operate  in  a  very  flexible  way  throughout  the 
continent  on  election-related  activities  and  during  the  initial  stages 
of  the  democratic  transition. 

Senator  Kassebaum.  Would  this  be — as  sort  of  working  in  with 
the  elections  and  as  the  other  aspects  of  the  success  of  it  in  Africa, 
would  that  work  with,  say,  Eastern  Europe  and/or  Russia  and  the 
newly  independent  States?  Would  there  be  similarities  there  for 
that  kind  of  format? 

Mr.  CRANER.  I  think  it  would  be  helpful.  The  AREAF  Fund  that 
Ken  just  mentioned  is  based  exclusively  around  elections.  Obvi- 
ously, that  is  not  a  feature  you  would  want,  necessarily,  in  Russia 


70 

or  East  Europe,  to  have  it  solely  based  on  elections,  but  I  think  a 
regional  format  would  be  valuable. 

Dr.  Bissell.  I  argue  quite  strongly  for  the  regional  approach. 
That  was  done  with  regard  to  the  former  Soviet  Union,  in  terms 
of  establishing  projects,  structures,  and  programs  across  the  repub- 
lics. 

And  the  reason  for  that  was  that  we  are  going  to  have  a  lot  of 
ups  and  downs  with  regard  to  internal  developments  in  individual 
republics  in  the  NIS,  so  that  having  a  regional  program  in  central 
Asia,  if  Turkmenstan  goes  sour  in  terms  of  our  bilateral  relations, 
then  AID  will  be  able  to  shift  programming  to  Kirghizistan  or 
wherever. 

Where  you  have  a  region  of  considerable  volatility,  there  is  a  tre- 
mendous advantage  in  terms  of  maintaining  our  ongoing  presence, 
to  be  able  to  have  that  flexibility.  Under  a  straight  country-by- 
country  approach,  it  would  be  very  hard  to  do  given  notification  re- 
quirements and  the  programming  needs  and  that  kind  of  thing. 

Senator  Kassebaum.  Just  one  other  question  on  the  democracy 
instance  where  NDI  or  IRI — how  do  you  set  priorities  of  where  you 
go  in  or  do  you  go  in  to  every  country  where  you  are  asked? 

Mr.  Craner.  No.  There  are — the  advice  that  is  being  given  to  IRI 
is  to  look  at  America's  national  interests  in  deciding  where  we 
ought  to  be  and  then  look  at  how  effective  we  can  be. 

Now,  there  are  some  countries,  for  example,  Burma,  probably 
does  not  meet  the  first  criterion,  but  are  obvious  examples  of  places 
where  we  should  be.  There  are  some  places  in  the  Middle  East  that 
would  be  very  interesting  to  go  into,  but  the  effectiveness  is  not 
there  in  the  short  term;  it  is  only  in  places  like  Oman  or  Jordan, 
where  they  are  actually  open  to  and  interested  to  democratization, 
that  you  can  begin  to  have  an  effect. 

Senator  Kassebaum.  Well,  you  do  not  go — you  have  to  be  invited. 

Mr.  Craner.  We  have  to  be  invited  by  an  indigenous  group,  not 
necessarily  the  government. 

Senator  Kassebaum.  Right. 

Mr.  Wollack.  You  have  touched  upon  a  key  issue  for  all  groups 
operating  in  this  field.  The  requests  for  assistance  far  outstrip  our 
resources.  And  how  you  prioritize  and  how  you  develop  and  fashion 
a  democratization  approach  in  a  particular  country,  is  what  we 
struggle  with  each  day. 

Two  weeks  ago,  we  were  grappling  with  requests  coming  from 
the  CAR  and  Gabon.  Do  we  nave  enough  resources  to  extend  our 
activity?  Because  in  Francophone,  Africa,  we  are  focusing  now  on 
Senegal,  Niger,  and  Burundi. 

These  are  some  of  the  issues  we  must  deal  with.  And  often  we 
try  to  develop  a  variety  of  different  types  of  programs.  Some  are 
larger.  Some  are  smaller.  Some  programs  enable  us  to  respond  very 
quickly.  Some  require  more  long-term  investments. 

We  try  to  be  as  responsive  as  we  can,  based  on  our  human  and 
financial  resources.  The  requests  generally  come  from  indigenous 
groups,  as  Lome  said.  There  are  those  that  like  to  see  our  presence 
more  than  others  in  a  country. 

We  do  not  require  formal  invitations  from  all  sectors  in  society, 
but  certainly  if  a  government  wants  to  prevent  our  entry  into  the 
country,  they  can;  however,  this  has  rarely  happened. 
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Senator  Kassebaum.  Thank  you  very  much. 

Mr.  Wollack.  Thank  you. 

Senator  Sarbanes.  Gentlemen,  thank  you  very  much.  It  has  been 
a  very  helpful  panel.  The  hearing  stands  adjourned. 

[Whereupon,  at  12:30  p.m.,  the  subcommittee  adjourned,  to  re- 
convene at  2:04  p.m.,  May  19,  1993.] 


FISCAL  YEAR  1994  FOREIGN  ASSISTANCE  AU- 
THORIZATION: THE  ROLE  AND  EXPERIENCE 
OF  PVO'S  AND  NGO'S 


WEDNESDAY,  MAY  19,  1993 

U.S.  Senate, 
Subcommittee  on  International  Economic 

Policy,  Trade,  Oceans  and  Environment 
of  the  Committee  on  Foreign  Relations, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  2:04  p.m.  in  room 
SD-419,  Dirksen  Senate  Office  Building,  Hon.  Paul  S.  Sarbanes 
(chairman  of  the  subcommittee)  presiding. 

Present:  Senators  Pell,  Sarbanes,  and  Feingold. 

Senator  Sarbanes.  If  the  first  panel  would  take  their  places,  we 
will  get  started.  Today  the  subcommittee  is  pleased  to  hold  the  sec- 
ond in  a  series  of  hearings  on  the  fiscal  year  1994  foreign  assist- 
ance authorization.  This  is  of  course  a  matter  that  the  new  admin- 
istration has  under  review.  While  awaiting  these  results,  however, 
we  should  draw  on  the  accumulated  wisdom  that  exists  in  the  com- 
munity on  this  issue  and  establish  a  record  to  provide  a  context 
within  which  to  view  the  administration's  proposals. 

Senator  Kassebaum  has  had  a  longstanding  interest  in  this  issue 
and  is  the  ranking  Republican  member  on  this  subcommittee,  but 
she  was  called  to  a  meeting  at  the  White  House  on  health  care.  She 
does  hope  to  get  back  in  time  for  some  of  the  hearing  and  expresses 
her  apologies  to  the  witnesses  that  she  is  not  here  at  the  outset. 

Today's  hearings  will  focus  on  the  role  played  by  the  private  vol- 
untary organizations  and  nongovernmental  organizations  in  and 
alongside  the  official  U.S.  foreign  aid  process.  Most  of  the  organiza- 
tions represented  here  today  have  had  extensive  experience  around 
the  globe  in  distributing  or  monitoring  humanitarian  and  develop- 
ment assistance,  and  we  feel  we  can  benefit  from  their  firsthand 
perspectives. 

There  are  obviously  many,  many  organizations  that  have  been 
doing  fine  work,  and  we  were  confronted  with  a  difficult  problem 
in  inviting  a  limited  number  of  witnesses.  We  certainly  would  wel- 
come statements  from  others,  and  we  may  in  fact  pursue  the  issue 
with  groups  that  are  not  scheduled  today.  I  hope  they  do  not  take 
umbrage,  and  I  hope  they  understand  the  limits  of  this  format.  The 
alternative  was  to  limit  everyone  to  2  or  3  minutes,  which  did  not 
seem  a  very  productive  way  to  have  a  discussion. 

Our  first  panel  this  afternoon  is  composed  of  representatives  of 
organizations  that  are  involved  in  human  rights  and  labor  rights 
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activities,  democratization  programs,  and  economic  reform  efforts. 
The  second  panel  will  focus  more  on  issues  of  sustainable  develop- 
ment and  humanitarian  relief. 

So  I  am  pleased  to  welcome  to  the  first  panel  Holly  Burkhalter, 
the  Washington  director  of  Human  Rights  Watch;  Ambassador  Sol 
Polansky,  currently  the  executive  director  of  the  Citizens  Democ- 
racy Corps;  Talbot  Sandy  D'Alemberte,  former  president,  American 
Bar  Association;  and  Phillip  Fishman,  who  will  be  testifying  in 
place  of  Charles  Gray  on  behalf  of  the  AFL-CIO. 

We  will  include  the  full  text  of  the  prepared  statements  in  the 
record.  If  you  could  each  limit  your  oral  presentation  to  5  minutes, 
we  would  be  happy  to  include  the  full  texts  of  your  statements  in 
the  record.  Then,  we  will  move  on  to  questions  and  discussion. 

Ms.  Burkhalter,  why  do  we  not  start  with  you,  then  we  can  move 
right  across  the  panel. 

STATEMENT  OF  HOLLY  BURKHALTER,  WASHINGTON 
DIRECTOR,  HUMAN  RIGHTS  WATCH,  WASHINGTON,  DC 

Ms.  Burkhalter.  Thank  you,  Senator  Sarbanes.  I  am  delighted 
to  be  here.  I  have  had  a  lot  of  chances  to  testify  in  Congress  before 
you  and  many  of  the  other  Senators,  but  I  have  never  been  privi- 
leged to  have  a  chance  to  discuss  some  of  our  recommendations  on 
ways  that  human  rights  law  and  the  relationship  between  human 
rights  groups  and  the  Congress  and  the  executive  branch  could  be 
enhanced. 

So  I  took  the  liberty,  as  you  may  see  from  my  highly  prolix  writ- 
ten statement,  to  spell  out  some  ideas  for  possible  reform  of  human 
rights  law.  I  expect  that  it  is  a  2-year  work  plan  in  terms  of  what 
we  might  like  to  see.  It  spells  out  some  of  the  ways  in  which  I  tried 
to  spell  out  ways  in  which  human  rights  conditions  on  foreign  aid, 
the  participation  of  human  rights  groups,  and  attention  by  Con- 
gress to  the  human  rights  records  of  foreign  aid  recipients,  might 
be  enhanced,  and  some  procedures  which  the  Congress  might  want 
to  consider  looking  at  as  possible  amendments  in  the  course  of  your 
foreign  aid  reform  endeavors. 

Quite  briefly,  the  tentative  proposal  put  before  you  by  Human 
Rights  Watch  is  based  on  what  we  found  that  works  and  what  does 
not  work  in  our  past  experience  over  the  many  years  working  with 
Members  of  Congress  and  the  executive  brancn  on  foreign  aiaques- 
tions.  I  think  it  is  safe  to  say  that  we  are  devoted  to  the  generic 
human  rights  laws  that  govern  foreign  aid,  502(b),  which  my 
former  boss,  Senator  Tom  Harkin  had  a  lot  to  do  with  and  so  I  am 
personally  quite  committed  to  it.  The  words  of  the  law  are  fine  but 
the  implementation  of  the  law  has  not  been  fine. 

If  you  look  at  some  of  the  foreign  aid  recipients  over  the  past 
couple  of  decades  since  502(b)  and  its  sister  human  rights  laws 
have  been  the  law  of  the  land,  you  can  see  that  it  has  not  been  im- 
plemented very  well.  What  Congress  has  frequently  done  in  sort  of 
an  implicit  acknowledgement  that  generic  human  rights  laws  are 
not  getting  the  iob  done  to  keep  foreign  assistance  away  from  some 
of  the  gross  violating  governments  that  we  do  not  want  to  be  aid- 
ing, has  been  to  enact  in  the  course  of  each  year's  authorization 
and/or  appropriations  process  some  specialized  human  rights  condi- 
tions on  an  individual  country's  aid  budget  or  aid  package. 
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Let  me  give  you  an  example  of  a  place  where  we  were  involved 
where  we  thought  that  had  a  remarkable  impact.  There  were  some 
human  rights  conditions,  included  in  the  International  Narcotics 
Control  Act  of  1990,  the  so-called  INCA,  that  said  that  the  pro- 
posed beneficiaries  must  be  meeting  a  certain  positive  human 
rights  standard  before  the  aid  could  go  forward.  The  Bush  adminis- 
tration provided  a  certification  that  the  Government  of  Peru  was 
meeting  these  specified  conditions  and  they  stretched  the  record  a 
bit  in  trying  to  make  the  claim  that  Peru  came  up  to  the  standard 
in  law. 

This  committee  was  so  unimpressed  with  that  particular  exercise 
that  they  sent  the  certification  report  back  to  the  Bush  administra- 
tion and  asked  them  to  try  again.  Everybody  from  Senator  Dodd 
to  Senator  Helms  were  united  in  their  dismay  of  this  sort  of  fudged 
record  on  human  rights. 

Over  the  course  of  the  next  couple  of  months  this  committee  and 
other  committees  of  the  Congress  engaged  in  a  dialog  with  the 
Bush  administration  State  Department  about  the  question  of 
human  rights  in  Peru  and  the  antinarcotics  assistance  package.  At 
the  end  of  the  day  a  deal  was  struck  whereby  Peru  would  get  some 
of  the  package;  I  believe  the  ESF  went  forward  and  some  of  the 
military  aid  went  forward,  but  Congress  insisted  that  the  aid  that 
had  been  proposed  to  the  Peruvian  army  be  held  back  because  the 
army  was  engaged  in  a  pattern  of  gross  abuses  of  human  rights, 
refusing  to  prosecute  abusers,  refusing  to  end  killings,  et  cetera. 

The  administration  did  not  like  that  process  very  much,  but  we 
in  the  human  rights  community  liked  it  very  much  because  in  the 
course  of  this  dialog  between  you  people  on  this  committee  and  the 
executive  branch  a  lot  of  pressure  was  brought  to  bear  on  the  Peru- 
vians to  come  up  to  the  standard  in  law.  One  of  the  positive  things 
as  a  consequence  of  the  pressure  the  International  Committee  of 
the  Red  Cross,  which  had  previously  been  denied  access  to  places 
of  detention  in  Peru,  finally  got  access.  That  success  had  every- 
thing to  do  with  the  pressure  generated  by  this  committee  and  by 
the  executive  branch  in  order  to  meet  the  standard  in  the  law. 

Now,  it  was  a  small  victory,  but  a  very  important  one.  Are 
human  rights  fine  in  Peru?  No,  by  all  means.  As  you  know,  the 
Fuji  coup  happened  thereafter  and  all  aid  was  cut  off,  but  we  see 
the  fact  that  the  Red  Cross  obtained  access  to  Peruvian  jails,  as  a 
consequence  of  this  committee  and  others  in  Congress  being  willing 
to  temporarily  suspend  a  portion  of  the  aid  as  a  real  victory,  and 
the  Red  Cross  still  has  access  to  Peruvian  places  of  detention. 

That  back  and  forth,  that  engagement  over  the  question  of 
whether  the  proposed  foreign  aid  recipient  is  meeting  a  standard 
in  law,  was  what  gave  us  the  progress  that  we  had  hoped  to  see. 
We  are  proposing  to  legislate  some  kind  of  a  positive  certification 
process  for  all  foreign  aid  recipients,  so  that  it  is  not  enough  for 
the  administration  to  simply  feel  that  a  government  is  not  engaged 
in  gross  abuses  but  rather  that  they  must  also  be  engaged  in  some 
positive  steps  that  eliminate  human  rights  abuses,  such  as  pros- 
ecuting people  in  the  armed  forces  and  police  that  kill  and  maim, 
or  letting  the  Red  Cross  come  in  to  see  prisoners,  or  eliminating 
incommunicado  detention. 
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It  is  no  secret  what  governments  have  to  do  to  end  gross  abuses, 
and  it  seems  to  me  that  any  proposed  recipient  of  particular  U.S. 
military  assistance  that  cannot  bring  themselves  to  take  concrete 
actions  to  end  torture  and  to  end  killings  and  to  end  disappear- 
ances should  not  be  getting  our  military  assistance.  So  we  have 
laid  out  instead  of  this  negative  concept — you  cannot  be  doing  x,  y, 
and  z — a  notion  that  governments  that  are  proposed  recipients 
should  be  engaged  in  positive  actions  such  as  permitting  the  Red 
Cross  into  jails  and  detention  places,  eliminating  discrimination 
based  on  gender,  et  cetera.  It  is  spelled  out  in  some  detail. 

Now,  there  is  a  downside  to  my  proposal  and  it  should  be  obvious 
to  those  of  you  that  are  veterans  of  the  struggles  over  certification 
on  El  Salvador  in  the  early  1980's.  What  happens  if  the  adminis- 
tration comes  up  and  fudges  the  record,  any  administration,  be  it 
Democratic  or  Republican,  in  an  effort  to  get  that  aid  flowing  gives 
a  falsely  optimistic  picture  of  human  rights?  Well,  that  is  where 
you  come  in  and  that  is  where  we  in  the  human  rights  community 
come  in.  Then  the  Congress,  aided  by  the  human  rights  groups,  can 
engage  in  a  dispute  over  the  facts. 

You  can  have  a  real  close  inspection  of  what  actually  is  going  on 
on  the  ground  in  these  countries  that  the  administration  wants  to 
aid,  and  I  think  that  process  helps  make  a  difference  on  human 
rights.  It  is  a  very  positive  exercise  and  at  the  end  of  the  day 
maybe  the  Congress  will  permit  all  of  the  aid  to  go  forward  and 
maybe  it  will  permit  part  of  the  aid  to  go  forward  or  maybe  they 
will  decide  none  should  go  forward.  But  under  my  proposal  you  en- 
gage in  this  sort  of  opportunity  to  titrate  the  aid,  all  the  while 
keeping  a  close  eye  on  what  is  happening  in  human  rights  so  that 
aid  can  be  used  as  a  carrot,  but  if  that  carrot  does  not  work  it  can 
then  be  withdrawn. 

Well,  I  think  I  am  past  my  time,  so  at  the  risk  of  going  further 
into  some  of  the  bells  and  whistles  of  the  legislative  proposal  I  have 
put  before  you,  I  did  want  to  offer  for  your  consideration  this  new 
way  to  think  about  human  rights  law. 

Before  concluding  I  would  just  say  one  last  moment  about  the 
Clinton  administration's  new  dig  plans  on  promotion  of  democracy. 
I  noted  in  the  paper  that  they  proposed  something  on  the  order  of 
$2.7  billion  for  democracy  assistance.  I  do  not  know  what  that  is. 
I  have  not  seen  any  paper  on  it,  and  I  do  not  have  the  administra- 
tion's plans  before  me.  Some  feel  that  democracy  is  something  that 
we  in  the  human  rights  community  do  not  quite  know  what  to  do 
with  and  are  a  little  nervous  about.  We  are  not.  Democracy  is  a 
human  right  that  is  afforded  under  international  human  rights 
law. 

But  I  want  to  be  clear  that  however  well-meaning  the 
prodemocracy  programs  might  be,  and  there  are  many  of  them  that 
could  be  helpful,  they  cannot  be  a  substitute  for  our  Government 
speaking  out  loud  and  clear  when  friends  or  foes  are  violating 
human  rights.  We  cannot  give  carrots  as  a  substitute  for  stigmatiz- 
ing abusive  governments  and  calling  on  them  publicly  to  clean  up 
their  act.  I  think  it  is  very  important  not  to  confuse  those  two  func- 
tions, both  of  which  should  be  happening  by  our  representatives  at 
the  State  Department. 

Thank  you  very  much. 
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[The  prepared  statement  of  Ms.  Burkhalter  follows:] 

Prepared  Statement  of  Ms.  Burkhalter 

Thank  you  for  holding  this  important  hearing,  Chairman  Sarbanes,  and  for  invit- 
ing me  to  testify.  My  name  is  Holly  Burkhalter,  and  I  am  the  Washington  Director 
of  Human  Rights  Watch.  Human  Rights  Watch  is  a  nongovernmental  human  rights 
monitoring  organization  with  five  regional  divisions,  Asia  Watch,  Africa  Watch,  Hel- 
sinki Watch,  Middle  East  Watch,  Americas  Watch  and  three  projects,  the  inter- 
national Women's  Rights  Project,  the  Arms  Project,  and  the  Prison  Project.  Human 
Rights  Watch  also  includes  the  Fund  for  Free  Expression,  our  division  which  works 
on  freedom  of  speech  in  the  U.S.  and  around  the  world. 

I  am  particularly  glad  to  have  this  opportunity  to  discuss  with  the  Committee 
ways  that  human  rights  issues  can  be  brought  to  bear  on  U.S.  foreign  assistance 

Eolicy.  We  have  a  number  of  recommendations  relating  to  reform  of  existing  U.S. 
uman  rights  law  and  U.S.  foreign  aid  that  we  would  like  to  propose. 

As  you  know,  Sections  502B  and  116  of  the  Foreign  Assistance  Act  prohibit  for- 
eign aid  (except  for  that  which  meets  basic  human  needs)  to  governments  engaging 
in  a  consistent  pattern  of  gross  violations  of  internationally  recognized  human 
rights.  The  intent  of  Congress  in  enacting  these  laws  in  the  mid-1970's  was  to  de- 
prive abusive  regimes  of  U.S.  foreign  aid,  to  pressure  them  to  change  their  ways 
and  take  steps  to  improve  rights,  and  to  distance  the  United  States  from  their 
crimes  if  they  did  not. 

I  believe  that  the  intention  of  Congress  today  is  the  same  as  it  was  when  these 
laws  were  adopted.  Yet  if  one  surveys  the  beneficiaries  of  U.S.  foreign  assistance 
in  the  nearly  20  years  since  these  laws  were  enacted,  it  is  plain  that  the  statutes 
have  not  worked  as  we  in  the  human  rights  community  ana  many  of  you  in  Con- 
gress had  hoped  that  they  would.  Consider,  for  example,  the  billions  of  dollars  pro- 
vided to  the  governments  of  El  Salvador  and  Guatemala  over  the  past  12  years.  No 
one  today  can  argue  that  these  regimes  were  not  committing  the  kinds  of  abuses 
that  should  have  kept  them  from  receiving  foreign  aid  if  human  rights  law  had  been 
implemented  properly.  Or  look  at  the  leaders  in  sub-Saharan  Africa  who  were  the 
top  beneficiaries  of  U.S.  assistance  throughout  the  1980's:  Liberia's  Samuel  Doe,  So- 
malia's Siad  Barre,  Zaire's  Mobutu,  and  Kenya's  Moi.  Clearly,  massive  U.S.  assist- 
ance did  little  to  aid  these  countries — three  of  the  four  countries  are  utterly  de- 
stroyed and  the  fourth — Kenya — shows  ominous  signs  of  following  the  same  path. 

One  of  the  major  problems  with  existing  human  rights  law  is  that  it  is  the  execu- 
tive branch  that  decides  which  governments  are  engaged  in  gross  violations  of 
human  rights  and  thus  which  governments  should  be  deprived  of  aid  under  the  stat- 
ute. Not  a  single  American  president  since  the  law  was  enacted  (including  Gerald 
Ford,  Jimmy  Carter,  Ronald  Reagan,  and  George  Bush)  has  actually  identified  pub- 
licly governments  that  are  found  to  be  in  violation  of  human  rights  law  and  thus 
ineligible  for  U.S.  foreign  assistance  under  the  act.1 

Congress,  for  its  part,  has  the  authority  to  eliminate  assistance  to  any  country 
if  it  can  muster  the  political  will  to  do  so,  but  as  the  experience  of  El  Salvador  dem- 
onstrates— where  Congress  provided  Presidents  Reagan  and  Bush  almost  all  of  the 
assistance  they  requested  for  El  Salvador  throughout  the  1980's— it  is  difficult  for 
the  legislative  branch  to  deny  the  President  the  foreign  assistance  to  which  he  is 
particularly  committed.  In  such  cases  where  governments  are  clearly  engaging  in 
gross  violations  of  human  rights  but  aid  flows  regardless,  it  is  clear  that  Section 
502B  makes  little  practical  difference.  It  stands  on  the  books,  but  it  is  honored  in 
the  breach. 

An  especially  blatant  failure  to  implement  human  rights  law  has  been  in  the  area 
of  government-to-government  and  commercial  arms  sales.  Section  502B,  not  only 
covers  International  Military  Education  and  Training,  Foreign  Military  Financing, 
and  Economic  Support  Funds  but  also  licenses  for  the  sale  of  military  items.  Not- 
withstanding this  provision  in  law,  the  U.S.  sells  a  great  deal  of  military  hardware 
to  some  very  abusive  regimes  around  the  world — and  very  little  is  done  or  even 
known  about  it.  Up  until  1981,  the  executive  branch  was  required  to  report  to  Con- 
gress in  detail  on  military  aid  and  exports,  under  the  auspices  of  Section  657  of  the 


iThe  same  is  also  true  for  comparable  human  rights  language  governing  U.S.  participation 
in  the  multilateral  development  banks.  Section  701  of  the  International  Financial  Institutions 
Act  requires  the  United  States  to  oppose  loans  to  governments  engaged  in  a  pattern  of  gross 
violations  of  human  rights.  The  U.S.  has  voted  against  loans  to  certain  governments  on  human 
rights  grounds,  but  there  has  never  been  a  formal  determination  by  the  executive  branch  which 
identifies  the  governments  which  would  be  prohibited  from  receiving  U.S.  support  under  the 
statute. 
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Foreign  Assistance  Act.  That  reporting  requirement  was  eliminated  by  Congress  at 
President  Reagan's  request.  It  would  be  very  helpful  if  Congress  were  to  restore  Sec- 
tion 657  and  again  receive  regular  reports  on  government-to-government  and  com- 
mercial military  sales. 

Implicitly  acknowledging  the  Administration's  failure  to  implement  generic 
human  rights  law,  Congress  has  over  the  past  decade  increasingly  come  to  rely  upon 
the  tactic  of  enacting  legislation  which  imposes  for  certain  periods  of  time  precise 
conditions  on  foreign  aid  to  individual  countries.  In  such  cases,  Congress  indicates 
in  its  yearly  authorization  or  appropriations  bill  that  aid  cannot  go  forward  unless 
and  until  the  State  Department  issues  a  "certification"  that  the  foreign  government 
has  met  precise  human  rights  conditions  identified  in  the  law.  Over  the  years,  the 
executive  branch  has  been  required  to  issue  certification  reports  on  Haiti,  Kenya, 
Peru,  Chile,  Argentina,  Liberia,  El  Salvador  and  others. 

Notwithstanding  our  regret  that  aid  to  grossly  abusive  regimes  has  not  simply 
ended  as  Section  502B  requires,  these  special  human  rights  certifications  have  been 
very  helpful  to  us  in  the  human  rights  community  and  to  the  Congress  in  pressing 
abusive  governments  to  adopt  human  rights  reforms.  Even  in  the  darkest  days  oT 
Reagan  Administration,  the  Salvador  certification  process  (fiscal  years  1982-1983) 
brought  enormous  attention  to  human  rights  in  El  Salvador  and  forced  the  Reagan 
Administration  to  press  the  Salvadoran  authorities  on  human  rights  matters  that 
it  would  have  preferred  to  ignore.  And  when  the  foreign  aid  authorization  explicitly 
linked  a  portion  of  foreign  assistance  to  the  requirement  that  El  Salvador  meet  pre- 
cise conditions,  such  as  the  prosecution  of  human  rights  abusers  in  individual  cases, 
the  process  actually  limited  portions  of  foreign  aid.2 

It  is  important  to  note  that  in  the  case  oT  El  Salvador,  there  was  not  a  majority 
in  Congress  that  wanted  to  cut  off  all  aid  or  even  a  large  portion  of  aid  to  El  Sal- 
vador. It  was  not  the  fault  of  the  certification  process  that  El  Salvador  received  bil- 
lions of  dollars  in  military  and  economic  aid  throughout  the  1980's.  It  was  simply 
that  the  majority  in  Congress  wanted  that  aid  to  go  forward.  The  certification  proc- 
ess at  least  enabled  those  in  Congress  concerned  about  Salvadoran  human  rights 
to  publicize  abuses,  cut  some  of  the  aid,  and  bring  pressure  on  the  State  Depart- 
ment to  insist  that  the  Salvadoran  Government  limit  death  squad  activity,  prosecute 
the  nuns  case,  and  limit  indiscriminate  aerial  bombardment  of  civilian  targets.  Be- 
cause neither  the  Administration  nor  the  Congress  invoked  generic  human  rights 
law — Section  502B — that  law  did  not  achieve  any  of  these  things.  It  was  rendered 
irrelevant  in  the  context  of  aid  to  El  Salvador. 

In  other  cases,  the  certification/conditionality  laws  did  result  in  a  suspension  of 
aid.  In  the  case  of  Chile  and  Argentina,  for  example,  Congress  replaced  a  ban  on 
U.S.  aid  to  the  two  countries  with  precisely  worded  numan  rights  conditions,  requir- 
ing a  report  from  the  executive  branch  that  these  conditions  had  been  met.  Even 
the  Reagan  Administration,  which  was  eager  to  resume  assistance  to  the  Argentine 
generals  and  to  Chile's  Pinochet  early  in  the  1980's,  could  not  find  a  way  to  wriggle 
around  the  precise  conditions  in  the  law  that  had  to  be  met  before  aid  could  go  for- 
ward. In  the  case  of  Chile,  the  condition  that  was  impossible  to  meet — and  impos- 
sible for  the  State  Department  to  fudge — was  the  requirement  that  the  Chilean  gov- 
ernment prosecute  or  extradite  those  responsible  for  the  Letelier/Moffitt  assassina- 
tions in  Washington.  In  the  case  of  Argentina,  the  condition  that  stopped  the 
Reagan  State  Department  in  its  tracks  was  the  requirement  that  Argentina  must 
be  accounting  for  the  disappeared.  In  both  cases,  the  conditions  could  not  be  met, 
certifications  were  not  made,  and  the  aid  did  not  go  forward.  Similarly,  specific  con- 
ditionality  on  Kenya  in  the  late  1980's  successfully  prevented  the  Bush  Administra- 
tion from  releasing  military  assistance  to  President  Moi,  whose  regime  had  become 
increasingly  brutal  throughout  the  decade. 

Our  experience  with  specific  human  rights  conditions  and  a  certification  require- 
ment for  Peru  was  particularly  interesting.  Americas  Watch  proposed  that  special 
conditions  be  attached  to  anti-narcotics  assistance  (including  military  and  police  aid) 
to  the  Andean  countries.  The  International  Narcotics  Control  Act  (INCA)  of  1990 
contained  a  provision  requiring  that  beneficiary  countries  meet  certain  human 
rights  conditions,  and  required  the  executive  branch  to  certify  that  the  conditions 
had  been  met. 

The  conditions  that  had  to  be  met  included  prosecuting  human  rights  abusers  and 
permitting  the  ICRC  into  places  of  detention.  In  August  of  1991,  the  Bush  Adminis- 
tration wished  to  initiate  assistance  to  Peru  under  the  B^JCA.  The  State  Department 


2 For  example,  El  Salvador  lost  one  third  of  its  military  aid  until  it  brought  to  trial  the  case 
of  the  American  churchwomen.  Without  the  requirement  in  law  that  30%  of  Salvadoran  military 
aid  be  held  back  until  there  was  a  successful  prosecution  of  the  perpetrators,  that  case  would 
never  have  come  to  trial  at  all. 
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issued  a  report  certifying  that  Peru  had  met  the  conditions  in  law,  when  in  fact  it 
had  not  done  so.  Members  of  this  Committee,  including  Western  Hemisphere  Chair- 
man Chris  Dodd  and  the  ranking  minority  member  01  the  full  Committee,  Senator 
Jesse  Helms,  were  united  in  their  skepticism  of  the  State  Department's  optimistic 
certification,  and  requested  that  the  State  Department  retract  it  and  seek  human 
rights  advances  from  the  Fujimori  government.  For  fully  4  months,  the  Foreign  Af- 
fairs and  Appropriations  Committees  of  the  Senate  and  House  suspended  assistance 
to  Peru  while  engaging  in  intensive  negotiations  with  the  State  Department  over 
human  rights.  At  the  end  of  the  process,  Congress  agreed  to  give  Peru  some  of  the 
anti-narcotics  assistance,  but  prohibited  that  portion  that  had  been  earmarked  for 
the  Peruvian  Army.  And,  most  importantly,  the  pressure  generated  on  Peru 
throughout  the  process  was  crucial  to  getting  the  Fujimori  government  to  agree  to 
permit  the  ICRC  to  visit  places  of  detention.3 

It  is  important  to  note  that  in  the  case  of  Peru,  like  El  Salvador  in  the  early 
1980's,  there  was  no  Congressional  consensus  in  favor  of  ending  or  even  limiting 
military  assistance  to  these  governments.  Section  502B,  which  should  have  prohib- 
ited aid  to  both  Peru  and  El  Salvador  was  simply  irrelevant  because  the  majority 
in  Congress  were  in  favor  of  military  aid  to  Peru  and  Colombia  and  would  not  in- 
voke the  statute  to  challenge  the  aid  program.  Section  502B  was  never  raised,  never 
invoked,  and  never  noticed  Decause  it  did  not  require  any  kind  of  public  certification 
about  Peruvian  compliance  with  human  rights  criteria.  The  individual  certification 
process  that  Congress  included  in  the  1990  INCA,  however,  invited  unprecedented 
attention  to  the  government's  abuses  and  to  our  own  government's  lack  of  good 
faith,  and  it  even  achieved  human  rights  gains.  Without  the  requirement  that  the 
executive  branch  issue  a  report  on  a  government's  actual  steps  required  in  law, 
there  would  have  been  no  debate  and  the  entire  package  of  proposed  aid  would  have 
been  gone  forward  without  a  murmur. 

Our  positive  experience  with  individual  human  rights  certifications,  such  as  those 
mentioned  above,  has  suggested  to  some  of  us  in  the  human  rights  community  ways 
that  existing  human  rights  laws  might  be  improved.  I  have  no  objection  to  existing 
generic  law — indeed,  I  am  particularly  attached  to  Section  502B  and  Section  116  of 
the  Foreign  Assistance  Act  and  Section  701  of  the  International  Financial  Institu- 
tions Act  Decause  my  former  boss,  Representative  (now  Senator)  Tom  Harkin  is  the 
author  of  these  extraordinarily  important  human  rights  standards.  The  problem 
with  existing  human  rights  law  is  not  with  the  language  of  the  law,  but  with  the 
failure  to  implement  it. 

I  would  like  to  propose  that  Congress  consider  retaining  the  absolute  prohibition 
on  aid  to  governments  which  engage  in  gross  violations  of  internationally  recognized 
human  rights  that  is  reflected  in  current  human  rights  law,  but  amend  the  law  to 
include  procedures  that  would  ensure  a  certification  process  that  would  bring  more 
attention  to  the  human  rights  records  of  proposed  recipients  of  U.S.  foreign  aid.  This 
reform  would  bring  more  attention  to  abuses,  force  the  executive  branch  to  consider 
closely  the  human  rights  implications  of  itsproposed  military  and  economic  aid  (and 
military  sales)  program,  and  involve  the  Congress  more  directly  in  the  process  of 
evaluating  the  human  rights  records  of  countries  receiving  U.S.  aid. 

Congress  should  consider  requiring  that  the  executive  Dranch  issue  a  report  that 
countries  receiving  foreign  aid  meet  a  certain  human  rights  standard  before  that  aid 
can  go  forward.  Under  existing  law  (see  Section  502B  of  the  Foreign  Assistance  Act) 
no  such  report  is  required — the  executive  branch  is  only  required  to  issue  a  report 
if  it  decides  that  the  country  cannot  receive  foreign  aid  because  of  its  human  rights 
record.  The  State  Department  has  always  refused  to  publicly  identify  a  government 
as  falling  afoul  of  Section  502B,  as  noted  above.  But  under  my  proposed  change,  the 
executive  branch  would  be  required  to  issue  a  human  rights  certification  lor  all 
countries  that  it  proposes  to  provide  with  foreign  aid. 

In  particular,  we  propose  that  the  State  Department  be  required  to  issue  a  report 
that  proposed  foreign  aid  recipients  were  taking  positive,  measurable  steps  to  pro- 
tect human  rights,  including  the  following:  1)  investigating,  disciplining,  and  pros- 
ecuting those  responsible  for  gross  abuses;  2)  repealing  or  amending  laws  that  sanc- 
tion gross  abuses  including  amnesties;  3)  removing  constraints  on  the  independence 
of  the  judiciary  and  other  official  bodies  that  oversee  the  protection  of  human  rights; 
4)  permitting  free  access  to  security  prisoners  by  international  humanitarian  organi- 
zations such  as  the  International  Committee  of  the  Red  Cross;  5)  removing  impedi- 
ments to  the  free  functioning  of  domestic  and  international  human  rights  organiza- 
tions; 6)  providing  unimpeded  access  to  humanitarian  organizations  in  situations  of 


3  Following  President  Fujimori's  "autocoup",  in  April  1992,  the  executive  branch  itself  initiated 
a  suspension  of  assistance  to  Peru,  including  Economic  Support  Funds.  Police  training  under 
the  anti-narcotics  program  continued. 
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conflict  or  famine;  7)  taking  action  to  eliminate  systematic  discrimination  on  the 
basis  of  gender,  race  or  ethnicity. 

This  certification  would  be  contained  in  the  Congressional  Presentation  document 
(the  Pentagon's  formal  proposal  to  Congress)  for  security  assistance.  We  think  that 
this  certification  should  be  included  with  the  foreign  aid  request  so  that  the  links 
between  a  country's  actions  and  the  aid  the  executive  branch  proposes  is  clear.4 

The  value  of  this  approach  is  that  governments  must  take  certain  actions  to  end 
abuses — it  is  not  enough  for  the  executive  branch  to  simply  decide  that  they  do  not 
engage  in  "a  consistent  pattern  of  gross  violations  of  internationally  recognized 
human  rights,"  as  is  required  in  current  human  rights  law.  One  of  the  helpful 
things  about  requiring  a  report  on  such  issues  as  ICKC  access  to  prisons  and  pros- 
ecution of  military  or  police  officials  involved  in  rights  abuses  is  that  such  actions 
can  actually  be  evaluated.  Under  current  human  rights  law,  the  executive  branch 
alone  evaluates  the  vague  standard  relating  to  a  government's  committing  "gross 
violations  of  internationally  recognized  human  rights.''  Under  our  proposed  change, 
the  executive  branch  would  be  required  to  report  on  objective,  practical  steps  that 
governments  should  be  taking  to  end  abuses  and  protect  against  them  in  the  future. 
These  are  actions  which  can  be  measured,  and  the  desire  to  put  a  good  face  on  the 
human  rights  record  of  governments  that  the  executive  branch  particularly  wishes 
to  aid  wilibe  more  difficult  to  defend. 

Under  our  proposed  changes,  what  would  occur  if  the  executive  branch  wanted  to 

firovide  aid  to  a  government  but  the  aid  recipient  did  not  meet  the  standard  in  the 
aw?  One  possibility  would  be  for  the  Administration  to  waive  human  rights  law  and 
give  the  aid  anyway.  A  waiver  already  exists  in  the  Foreign  Assistance  Act,  and  I 
expect  that  it  will  be  retained.  However,  if  the  Administration  wants  to  waive  the 
human  rights  requirements,  it  should  be  required  to  issue  a  written  report  describ- 
ing the  areas  in  which  the  proposed  beneficiary  has  fallen  short,  and  it  should  de- 
scribe what  measures  our  government  will  take  to  encourage  positive  changes.  That 
report  should  also  describe  in  detail  what  the  reasons  are  for  waiving  human  rights 
standards — in  other  words,  what  U.S.  interests  are  at  stake  that  override  human 
rights  standards  on  foreign  aid. 

Another  approach  if  a  country  cannot  meet  the  conditions  in  law  and  the  Adminis- 
tration would  like  some  aid  to  go  forward  anyway,  would  be  to  have  all  proposed 
assistance  considered  on  a  reprogramming  basis.  Thus  all  assistance  under  the  Act 
(exempting  basic  human  needs  aid)  as  well  as  proposals  for  sales  of  military  items 
would  be  subject  to  special  advance  notification  ana  approval  procedures.  No  foreign 
aid  funds  for  that  country  could  be  obligated  or  expended  or  approvals  for  military 
sales  issued  unless  Congress  was  notified  in  writing  15  days  in  advance  and  re- 
ceived written  permission  from  the  relevant  Committees  and  Subcommittees  of  the 
House  and  Senate. 

This  kind  of  procedure  would  be  beneficial  in  many  ways.  It  is  modelled  after  an 
approach  that  the  Congress  is  already  using  with  respect  to  countries  with  serious 
human  rights  problems.  As  you  know,  the  Appropriations  Act  for  fiscal  1993  has 
placed  aid  to  the  following  countries  on  the  so-called  "watch  list"  (that  is,  subject 
to  reprogramming  authority):  Sudan,  Uganda,  Somalia,  Cambodia,  Liberia,  Indo- 
nesia, Zaire,  Yemen,  Haiti,  Ivory  Coast,  Lebanon,  Guatemala,  Malawi,  and  Peru. 

Under  this  system,  the  executive  branch  engages  in  consultation  regarding  each 
new  tranche  of  foreign  aid  to  a  particular  country  with  the  Senate  Foreign  Relations 
Committee  and  your  House  counterpart,  as  well  as  the  Appropriations  Subcommit- 
tees in  both  houses. 

By  such  a  consultative  process  (along  with  the  certification  process  mentioned 
above)  the  Congress  and  the  executive  branch  could  jointly  develop  appropriate  aid 
strategies  to  countries  with  troublesome  human  rights  records.  In  some  cases,  this 

Srocess  is  already  occurring.  Just  last  month,  the  State  Department  sent  up  to  the 
[ill  a  notification  of  its  intention  to  provide  some  $5  million  in  assistance  under 
the  Administration  of  Justice  program  to  Guatemala.  In  this  case,  staff  of  the  House 
Foreign  Affairs  Committee  discussed  the  current  human  rights  situation  in  Guate- 
mala and  aspects  of  the  proposed  AOJ  project  with  Americas  Watch  and  others  in 
the  human  rights  community.  We  advised  that  the  proposed  $300,000  included  in 
the  $5  million  package  for  the  newly  appointed  Guatemalan  Attorney  General  was 
inappropriate  at  this  time  because  he  has  taken  a  number  of  actions  that  are  det- 
rimental to  human  rights  in  Guatemala,  including  obstructing  prosecutions  of 
human  rights  cases,  and  opening  a  spurious  legal  case  against  one  of  Guatemala's 


*  We  do  not  want  to  see  the  certification  report  included  in  the  State  Department  Country 
Reports.  The  Country  Reports  have  become  extremely  good — solid,  nonideological,  and  factual. 
Those  reports  should  stand  apart  from  the  foreign  aid  process,  and  the  required  certification  on 
human  rights  should  be  sent  forward  with  the  annual  Congressional  Presentation  Document 
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leading  human  rights  monitors,  CERJ  leader  Amilcar  Mendez.  Chairman  Hamilton 
requested  that  AID  suspend  the  $300,000  for  the  Attorney  General  until  such  ac- 
tions had  ended,  but  permitted  the  rest  of  the  proposed  AOJ  program  to  go  forward. 

We  view  the  consultation  and  the  outcome  of  the  AOJ  notification  process  to  be 
extremely  beneficial  to  human  rights  in  Guatemala.  It  is  a  model  of  what  might  be 
possible  with  respect  to  other  countries  under  the  system  I  have  proposed  in  this 
testimony.  In  some  future  cases  under  our  proposal,  Congress,  in  consultation  with 
the  executive  branch,  might  decide  that  development  assistance  and  IMET  should 
continue,  but  would  draw  the  line  at  lethal  sales.  Or  in  others,  military  aid  might 
be  totally  cut  off,  but  economic  assistance  could  go  forward.  In  still  others,  some 
military  aid  might  be  prohibited  but  other  types  of  military  aid  might  go  forward 
(as  was  in  the  case  of  Peru  in  1991,  where  the  Committees  authorized  certain  mili- 
tary aid  to  the  Peruvian  air  force,  but  none  to  the  Army,  which  was  most  implicated 
in  abuse.) 

Our  proposal  is  not  without  serious  problems.  We  in  the  human  rights  community 
strongly  believe  in  the  prohibitions  on  all  military  and  non-humanitarian  economic 
assistance  contained  in  existing  human  rights  law,  and  do  not  want  to  lose  that 
moral  standard.  Moreover,  the  certification  process  outlined  in  this  testimony  has 
serious  drawbacks.  Though  the  experience  of  certifications  on  El  Salvador  in  the 
early  1980's  had  some  positive  aspects,  such  as  publicizing  abuses  and  forcing  cer- 
tain reforms,  we  remember  with  tjreat  bitterness  the  bi-annual  certification  reports 
in  the  early  1980's  in  which  the  Reagan  Administration  put  a  stamp  of  approval  on 
some  of  the  worst  abuses  in  the  world. 

The  key  to  making  the  proposed  change  work  is  Congress.  We  are  not  presuming 
bad  faith  on  the  part  of  the  Clinton  Administration,  but  there  are  many  occasions 
in  which  the  State  Department's  assessment  of  human  rights  in  countries  it  wishes 
to  aid  is  more  optimistic  than  ours.  (For  example,  in  The  Washington  Post  of  May 
5,  1993,  the  Secretary  of  State  for  Global  Affairs,  Tim  Wirth,  described  how  through 
a  program  of  U.S.  "carrots"  to  the  Fujimori  government,  the  rights  situation  was 
gradually  improving.  Unfortunately,  nothing  is  further  from  the  case.  Human  rights 
in  Peru  continue  to  deteriorate,  notwithstanding  the  Administration's  efforts  to  en- 
courage positive  change.) 

It  is  essential  that  Congress  carry  out  its  own  evaluation  of  human  rights  in  coun- 
tries receiving  foreign  aid,  and  be  willing  to  send  the  State  Department  back  to  the 
drawing  board  if  and  when  it  issues  reports  that  give  an  unfairly  optimistic  picture 
of  human  rights.  That  process  alone  can  be  used  to  secure  important  human  rights 
advances  in  countries  which  wish  to  receive  foreign  aid.  We  in  the  human  rights 
community  stand  ready  to  help  in  that  process,  and  welcome  the  opportunity  to  pro- 
vide precise  information  on  countries  around  the  world  to  both  the  Congress  and 
the  executive  branch. 

One  of  the  ways  that  we  could  best  play  that  role  would  be  to  present  formal  peti- 
tions on  human  rights  and  foreign  aid  to  the  executive  branch.  As  you  may  know, 
human  rights  groups  currently  have  the  opportunity  to  formally  present  petitions 
to  the  U.S.  Trade  Representative  on  labor  rights  in  countries  receiving  benefits 
under  the  Generalized  System  of  Preferences.' The  regulations  developed  to  imple- 
ment the  Act  include  provisions  for  nongovernmental  groups  to  present  formal  peti- 
tions to  the  USTR's  working  group  on  labor  rights.  Over  the  years,  Human  Rights 
Watch,  the  International  Labor  Fund,  and  many  U.S.  labor  unions  and  citizens 
groups  have  presented  valuable  information  on  conditions  of  labor  rights  in  many 
countries.  This  process  has  given  important  visibility  to  abuses,  and  provided  a 
strong  impetus  tor  governments  in  the  spotlight  to  take  steps  to  improve  their 
recora.  It  has  also  provided  the  executive  branch  with  extensive  information  about 
labor  rights  that  it  would  otherwise  not  have. 

We  think  that  a  similar  model  might  be  considered  for  human  rights  organiza- 
tions to  present  our  findings  and  our  policy  recommendations  on  foreign  aid  to  the 
executive  branch.  An  ideal  venue  would  be  an  inter-agency  working  group  on  foreign 
aid,  such  as  the  "Christopher  Committee"  that  existed  during  the  Carter  Adminis- 
tration. If  an  inter-agency  group,  perhaps  headed  by  Secretary  Wirth,  Assistant  Sec- 
retary of  State-designate  John  Shattuck,  or  Assistant  Secretary  of  Defense-designate 
Morton  Halperin,  were  in  place,  we  would  submit  written  testimony  about  some 
human  rights  abusing  countries,  with  recommendations  for  U.S.  policy.  If  public 
hearings  were  held  to  hear  testimony  from  the  human  rights  community  (and  per- 
haps counter  testimony  from  affected  governments  themselves)  it  would  be  a  very 
good  way  to  bring  pressure  on  governments  to  improve  their  human  rights  records. 


"The  GSP  program  includes  the  condition  that  countries  receiving  trade  benefits  must  be  af- 
fording certain  labor  rights,  including  freedom  to  organize  and  bargain  collectively,  freedom  from 
forced  labor,  and  a  minimum  working  age  for  children. 
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We  look  forward  to  working  with  the  Committee  on  these  and  other  proposals  to 
heighten  attention  to  human  rights  in  the  context  of  U.S.  foreign  assistance.  Thank 
you  for  this  opportunity. 

Senator  Sarbanes.  Thank  you  very  much.  I  would  like  to  ask  one 
question  just  to  get  it  on  the  record  right  now.  If  you  had  a  certifi- 
cation process  before  you  sent  any  foreign  aid  of  the  sort  that  you 
are  suggesting,  with  approximately  how  many  of  the  countries  re- 
ceiving foreign  aid  would  there  be  a  problem  with  respect  to  the 
certification?  A  clear  majority  of  them? 

Ms.  Burkhalter.  I  do  not  think  so.  It  is  a  good  question  because 
what  you  are  getting  at  is,  is  this  a  logistical  nightmare,  is  this 
even  practically  feasible?  I  have  not  seen  who  is  going  to  get  for- 
eign aid  this  year  because  I  have  not  seen  the  paper  from  the  exec- 
utive branch,  but  my  guess  is  that  the  Clinton  administration  is 
not  going  to  be  sending  up  a  big  aid  package  for  the  Mobutos,  the 
Does,  the  Mobutos,  and  the  Siad  Barres.  Their  day  is  done.  With 
the  end  of  the  cold  war  I  do  not  think  any  American  Government 
is  going  to  be  pursuing  foreign  aid  to  some  of  the  candidates  that 
have  received  it  in  the  past. 

But  I  do  know  of  some  that  are  almost  certain  to  get  foreign  as- 
sistance that  need  to  be  looked  at.  I  cannot  itemize  them  all,  but 
I  would  certainly  indicate  some  of  the  biggest  aid  recipients,  Tur- 
key, Egypt,  Israel  in  terms  of  the  occupied  territories,  the  Andean 
countries  that  are  beneficiaries  under  the  Andean  Narcotics  Assist- 
ance Act,  Peru  and  Columbia,  Guatemala,  Indonesia,  in  Asia  Ban- 
gladesh whose  human  rights  record  is  deteriorating,  and  then  you 
need  to  keep  an  eye  on  of  course  the  new  countries  of  the  east  bloc. 

Now,  I  am  sure  I  have  missed  some,  Sri  Lanka,  definitely  India, 
which  is  a  priority  of  ours  this  year  which  gets  foreign  assistance. 
So  I  think  you  are  going  to  be  in  the  range  of  about  10  to  12,  not 
20  to  25. 

Senator  Sarbanes.  Well,  only  because  you  assume  some  of  the 
others  will  not  be  getting  aid.  It  sounds  to  me  like  you  were  getting 
up  to  a  clear  majority,  but  I  do  not  want  to  pursue  it. 

Ms.  Burkhalter.  Or  because  some  of  the  foreign  aid  recipients 
are  not  gross  abusers  and  are  taking  actions  that  can  lead  to  an 
end  to  abuses.  I  mean,  I  do  not  think  we  give  exclusively  to  the  bad 
guys.  I  actually  do  think  with  some  foreign  aid,  there  is  no  problem 
with  many  of  the  recipients  for  us. 

I  also  want  to  stress,  Chairman  Sarbanes,  that  I  do  not  want  to 
come  before  you  and  say  we  want  to  see  all  aid  eliminated  to  every- 
body, and  I  am  also  not  trying  to  set  such  a  high  standard  that  no 
one  can  meet  it.  But  I  think  under  the  conditions  outlined  in  our 
proposal  it  is  kind  of  a  bare  minimum.  Frankly  in  the  case  of  gov- 
ernments that  cannot  take  a  single  step  to  try  to  discipline  or  pros- 
ecute people  that  kill  and  maim  and  torture,  we  really  should  be 
thinking  about  whether  they  are  deserving  recipients  of  foreign  aid. 

We  are  not  asking  the  impossible.  We  are  not  asking  all  foreign 
aid  recipients  to  come  up  to  the  standard  of  human  rights  in  Ohio 
or  Costa  Rica  even.  It  really  is  aimed  at  being  a  kind  of  bare  mini- 
mum standard,  and  if  countries  cannot  come  up  to  that  standard 
it  also  does  not  mean  that  they  automatically  get  nothing.  It  means 
that  Congress  engages  in  a  conversation  with  the  executive  branch 
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to  find  proper  and  appropriate  aid  programs  and  eliminate  some  of 
the  stuff  that  we  think  might  be  harmful. 

Senator  Sarbanes.  Thank  you. 

Ambassador  Polansky. 

STATEMENT  OF  AMBASSADOR  SOL  POLANSKY,  EXECUTIVE 
DIRECTOR,  CITIZENS  DEMOCRACY  CORPS,  WASHINGTON,  DC 

Ambassador  Polansky.  Mr.  Chairman,  I  would  like  to  thank  you 
for  inviting  me  here  today.  The  written  testimony  which  I  have 
submitted  to  the  subcommittee  discusses  the  Citizens  Democracy 
Corps'  activities  in  some  detail,  but  in  my  oral  presentation  I  want 
to  focus  on  a  few  broad  things  that  we  have  found  to  be  important 
to  the  private  sector's  ability  to  deliver  foreign  assistance  effec- 
tively to  Central  and  Eastern  Europe  and  the  new  independent 
states,  a  relatively  new  region  in  terms  of  our  foreign  aid  programs 
and  certainly  not  a  region  to  be  seen  in  the  traditional  sense  of  as- 
sistance to  less  developed  countries. 

You  have  asked  me  to  share  my  thoughts  on  how  our  foreign  aid 
program  can  most  effectively  assist  these  countries  in  their  efforts 
to  establish  democracies  and  market  economies,  and  to  draw  on 
CDC's  experiences  in  discussing  what  does  and  does  not  work  in 
delivering  foreign  aid  to  the  region.  With  that  in  mind  I  believe 
that  the  most  successful  form  of  foreign  aid,  whether  it  is  provided 
by  the  U.S.  Government  or  private  voluntary  organizations  like  the 
CDC,  is  one  that  emphasizes  long-term  assistance  with  extensive 
followup  to  help  the  recipients  of  foreign  aid  with  the  continuing 
challenges  they  will  face  in  the  future. 

We  have  found  this  kind  of  assistance  is  much  more  effective 
than  the  in-and-out  advice  given  by  consultants  who  leave  after 
spending  only  1  or  2  weeks  in  the  country.  Because  our  programs 
enlist  advisers  who  are  on-site  for  at  least  2  months,  and  some- 
times up  to  a  year,  they  are  able  to  work  face-to-face  with 
decisionmakers  in  the  region  to  solve  problems  on  a  daily  basis  and 
are  there  to  help  to  apply  the  concepts  that  they  have  discussed  to 
real-life  problems. 

We  also  encourage  our  advisers  to  maintain  working  relation- 
ships with  their  counterparts  in  the  region  after  they  nave  com- 
pleted their  assignments,  and  the  strong  overseas  presence  we 
nave  established  through  our  nine  field  offices  allow  us  to  follow  up 
these  assignments  to  provide  continuing  assistance. 

Foreign  aid  programs  should  also  be  thought  of  as  collaborative 
efforts,  not  handouts,  and  the  peoples  and  institutions  of  these 
countries  should  be  treated  as  partners,  not  supplicants. 

It  has  been  our  experience  that  programs  that  establish  this  kind 
of  relationship  have  a  greater  chance  for  success  because  those  who 
benefit  from  the  aid  have  as  great  a  stake,  if  not  a  greater  one,  in 
the  process  as  those  who  deliver  it.  For  instance,  we  require  compa- 
nies and  institutions  that  benefit  from  our  programs  to  provide  for 
a  volunteer's  housing,  local  translation  services,  and  local  transpor- 
tation, a  requirement  that  leads,  we  think,  to  a  truly  collaborative 
effort  and  eliminates  many  of  the  often  significant  in-country  costs 
commonly  absorbed  by  other  assistance  programs. 

This  ability  to  defray  many  of  the  costs  associated  with  tradi- 
tional forms  of  foreign  aid  is,  I  believe,  the  greatest  contribution 
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that  organizations  such  as  ours  can  make  to  the  Government's  for- 
eign aid  program.  With  its  strong  tradition  of  active  volunteerism, 
the  United  States  is  uniquely  positioned  to  deliver  foreign  aid  pro- 
grams that  mobilize  the  American  private  sector's  human  and 
other  resources  on  behalf  of  the  countries  of  Eastern  and  Central 
Europe  and  the  new  independent  states. 

We  have  a  clearinghouse,  Mr.  Chairman,  that  has  collected  infor- 
mation on  almost  600  nonprofit  organizations  and  3,000  Americans 
with  an  interest  in  helping  the  region,  and  we  are  harnessing  this 
interest  to  deliver  long-term  assistance  at  little  cost  to  the  CDC  or 
to  the  Federal  Government. 

In  operating  its  three  programs  to  date,  for  every  $1  we  have  re- 
ceived from  the  Federal  Government,  we  have  been  able  to  mobilize 
$4  worth  of  technical  assistance  to  the  region.  And  now  that  we  are 
expanding  our  programs  in  the  region  we  expect  this  figure  to  rise 
in  1993  and  beyond.  CDC  does  this  by  getting  U.S.  corporations  to 
loan  and  provide  financial  support  for  their  executives  who  act  as 
on-site  advisers  through  CDC's  corporate  assistance  program. 

As  I  have  mentioned,  it  also  does  this  by  requesting  host  institu- 
tions to  defray  in-country  costs  in  its  volunteer  programs  which  in- 
clude the  Business  Entrepreneur  Program  and  the  Citizens  Volun- 
teer Program. 

This  ability  to  deliver  assistance  by  mobilizing  the  contributions 
of  individuals  and  corporations  both  in  terms  of  their  financial  sup- 
port and  in  terms  of  the  value  of  the  services  and  resources  that 
they  provide,  is  a  basic  premise  of  CDC's  operations  in  the  region. 

One  final  point  I  would  like  to  make  in  these  brief  remarks  is 
the  role  that  information  and  the  ability  to  share  it  will  play  in  the 
development  of  democracies  and  market  economies  in  this  part  of 
the  world.  I  have  spent  virtually  from  1952-89  working  in  the  re- 
gion, and  I  find  that  we  are  now  no  longer  the  enemy,  but  are  in 
effect  a  friend  and  someone  that  these  countries  can  turn  to  after 
decades  of  isolation  from  the  West.  So  after  this  long  isolation  and 
looking  at  what  is  happening  today,  I  think  the  explosion  of  infor- 
mation technology  really  is  going  to  change  the  way  people  in  the 
region  communicate  with  each  other,  and  this  has  implications,  I 
think,  for  our  foreign  aid  programs. 

We  have  found  one  of  the  greatest  needs  in  the  region  to  be  ac- 
cess to  information,  and  we  have  tried  to  meet  these  needs  through 
our  clearinghouse.  I  would  just  like  to  point  out  that  we  have  de- 
veloped a  series  of  publications.  We  have  published,  for  example, 
this  preliminary  directory  of  7,000  E-mail  addresses  in  the  former 
Soviet  Union,  literally  a  new  way  of  people  getting  in  touch  with 
each  other  and  communicating.  We  will  make  this  available  to  you 
if  you  would  like,  Mr.  Chairman. 

We  also  have  21  country-specific  assistance  directories  which 
catalog  U.S.  private  assistance  efforts  to  every  country  in  the  re- 
gion except  for  the  former  Yugoslavia.  We  have  also  published  CDC 
reports  on  such  important  matters  as  higher  education  reform  in 
the  region,  the  results  of  two  trips  to  Hungary  that  Derek  Bok 
made  as  a  CDC  volunteer  and  at  the  invitation  of  the  President  of 
Hungary,  Mr.  Goncz.  These  reports  and  publications  not  only  pro- 
vide the  kind  of  information  that  is  sorely  needed  in  these  coun- 
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tries,  but  also  gain  the  trust  and  respect  of  our  hosts,  a  crucial  ele- 
ment in  any  successful  foreign  aid  program. 

Mr.  Chairman,  I  have  spoken  here  today  about  how  the  Citizens 
Democracy  Corps,  one  PVO,  is  mobilizing  the  resources  of  the  U.S. 
private  sector  to  deliver  much  needed  technical  assistance  and  in- 
formation services  that  are  supporting  the  transition  to  democracy 
and  market  economies  in  Central  and  Eastern  Europe  and  the  new 
independent  states.  I  thank  you  for  inviting  me  to  this  hearing.  I 
would  be  happy  to  answer  any  questions  that  you  might  have. 

[The  prepared  statement  of  Ambassador  Polansky  follows:] 

Prepared  Statement  of  Ambassador  Polansky 
the  role  and  experience  of  pvos  and  ngos  in  the  foreign  aid  process 

I  want  to  thank  Chairman  Sarbanes,  Senator  Kassebaum,  and  the  other  members 
of  the  Subcommittee  for  providing  me  with  this  opportunity  to  address  the  role  of 
private  voluntary  organizations  (PVOs)  and  nongovernmental  organizations  (NGOs) 
in  the  foreign  aid  process.  This  is  certainly  an  appropriate  topic  tor  you  to  be  consid- 
ering at  a  time  when  the  countries  of  Central  and  Eastern  Europe  and  the  former 
Soviet  Union  face  continuing  challenges  in  their  efforts  to  develop  democracy  and 
market  economies,  and  I  look  forward  to  hearing  the  other  panelists'  views  on  how 
our  U.S.  foreign  aid  program  can  best  help  these  countries  in  their  difficult  times 
of  transition. 

As  you  know,  I  serve  as  the  Executive  Director  of  the  Citizens  Democracy  Corps 
(CDC),  a  private,  nonprofit  organization  dedicated  to  assisting  the  countries  of 
Central  and  Eastern  Europe  and  the  New  Independent  States  to  build  democratic 
institutions  and  free  market  economies.  You  have  asked  us  here  today  to  comment 
on  the  role  and  experience  of  PVOs  and  NGOs  in  the  foreign  aid  process,  and  if 
there  is  one  thing  I  have  learned  in  the  past  2Vz  years  with  CDC,  it  is  that  these 
kinds  of  organizations  have  a  critical  role  to  play  in  any  foreign  aid  program. 

I  do  not  think  that  most  people  realize  the  huge  number  oT  PVOs  and  NGOs  that 
are  currently  involved  with  assistance  efforts  in  Central  and  Eastern  Europe  and 
the  New  Independent  States.  Even  less  well-known  is  the  tremendous  interest  in 
the  success  of  political  and  economic  reforms  in  the  region  that  Americans  from  all 
walks  of  life  have  shown,  and  the  contributions  to  that  success  that  they  have  made, 
in  the  past  3  years.  As  Executive  Director  of  the  Citizens  Democracy  Corps,  I  have 
come  to  appreciate  both  of  these  little-known  facts,  and  I  have  seen  the  impact  that 
these  organizations  and  individuals  have  had  on  our  assistance  to  the  region.  Allow 
me  to  share  some  figures  with  you. 

Through  its  national  clearinghouse,  Citizens  Democracy  Corps  has  compiled  a 
Compendium  of  close  to  600  U.S.  nonprofit  organizations  that  in  some  way  are  sup- 
porting the  development  of  democracy  and  market  economies  in  Central  and  East- 
ern Europe  and  the  New  Independent  States.  Its  Volunteer  Registry  includes  the 
names  oi  more  than  3,000  Americans  who  have  expressed  an  interest  in  helping 
these  countries,  and  these  are  only  the  people  who  have  contacted  CDC — one  can 
easily  imagine  how  large  the  number  would  be  if  it  included  everyone  involved  with 
the  hundreds  of  other  PVOs  and  NGOs  with  an  interest  in  the  region.  I  mention 
this  to  demonstrate  the  extent  to  which  the  U.S.  private  and  nonprofit  sectors  are 
involved  in  our  foreign  aid  programs,  and  because  I  think  it  is  important  to  make 
the  American  people  aware  of  the  fact  that  it  is  their  neighbors,  employers,  em- 
ployees, friends  and  families  that  are  contributing  every  day  to  the  U.S.  foreign  aid 
effort. 

This  is  an  important  point  to  make  in  light  of  the  political  and  economic  factors 
that  affect  our  foreign  aid  program,  because  the  U.S.  Government  cannot  be  the  sole 
provider  of  foreign  assistance  to  the  region.  Economic  conditions  and  budgetary  con- 
straints in  the  United  States,  Western  Europe  and  Japan  make  the  idea  of  huge 
amounts  of  financial  assistance  from  western  governments  impractical.  In  addition, 

Sublic  opinion  polls  show  sustained  opposition  to  suggestions  that  our  foreign  aid 
udget  be  increased.  Finally,  there  is  the  considerable  and  well-supported  belief  that 
money  alone  will  not  help  these  countries  to  accomplish  the  fundamental,  and  mon- 
umental, task  of  completely  overhauling  their  political  and  economic  systems. 

Of  course,  this  does  not  lessen  the  importance  of  the  U.S.  foreign  aid  program. 
President  Clinton  has  repeatedly,  and  rightly,  stressed  the  need  for  the  United 
States  to  aid  these  countries  in  their  transitions  to  democracy  and  market  econo- 
mies, and  has  pledged  that  the  U.S.  government  will  increase  its  technical  assist- 
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ance  to  the  region  to  help  build  democratic  institutions  and  speed  privatization  of 
state-owned  enterprises.  But  in  light  of  these  budgetary  and  political  pressures  and 
the  sheer  size  of  tne  task  at  hand,  I  think  that  we  must  reconsider  how  we  deliver 
our  foreign  aid  programs  to  the  region.  We  must  focus  not  only  on  transferring 
money  between  governments,  but  also  on  transferring  expertise  and  information  be- 
tween people.  In  short,  I  believe  the  U.S.  must  take  the  lead  in  developing  a  fresh 
approach  to  foreign  aid  programs,  one  that  will  continue  to  work  into  the  21st  cen- 
tury. 

This  approach  should  be  directed  not  just  at  the  national  level,  but  at  the  local 
level.  It  should  emphasize  not  just  government-to-government  contact,  but  also  long- 
term,  person-to-person  contact  between  experienced  professionals  working  on  col- 
laborative projects.  Most  importantly,  this  approach  should  involve  not  just  the  U.S. 
government,  but  also  the  U.S.  private  sector  and  the  PVO  and  NGO  communities. 

The  United  States,  with  its  strong  tradition  of  active  private  sector  volunteerism, 
is  uniquely  positioned  to  develop  this  new  approach,  and  to  deliver  foreign  aid  pro- 
grams that  mobilize  the  American  voluntary  spirit  on  behalf  of  the  countries  of 
Central  and  Eastern  Europe  and  the  New  Independent  States.  Wherever  possible, 
our  aid  programs  should  make  use  of  the  large  numbers  of  skilled  American  individ- 
uals, organizations  and  corporations  that  are  willing  to  help  by  linking  them  with 
their  counterparts  in  the  region,  and  should  make  use  of  the  financial  and  other  re- 
sources which  these  individuals  and  corporations  commit  to  the  assistance  projects 
in  which  they  become  involved. 

Citizens  Democracy  Corps  has  taken  this  approach  by  developing  assistance  pro- 

frams  that  mobilize  the  American  private  sector's  human  and  other  resources  on 
ehalf  of  these  countries.  Its  three  assistance  programs  bring  together  experienced, 
skilled  Americans  with  people  in  the  region  who  are  developing  democratic  institu- 
tions and  market  economies,  and  each  is  designed  to  provide  on-site,  long-term  as- 
sistance through  person-to-person  contact.  Best  of  all,  since  most  of  the  expenses  as- 
sociated with  these  programs  are  paid  for  by  U.S.  corporations  and  the  host  institu- 
tions and  companies,  CDC  can  provide  this  assistance  at  minimal  cost  to  the  federal 
government. 

In  operating  its  three  programs  to  date,  for  every  one  dollar  it  has  received  from 
the  federal  government,  CDC  has  been  able  to  mobilize  six  dollars  worth  of  technical 
assistance  to  the  region.  In  dollar  terms,  we  expect  the  value  of  leveraged  assistance 
to  total  $12  million  in  1993.  This  ability  to  use  the  contributions  of  individuals  and 
corporations — both  in  terms  of  their  financial  support  and  in  terms  of  the  value  of 
the  services  and  resources  which  they  provide — is  the  premise  around  which  CDC 
has  developed  its  assistance  programs  and  the  underlying  principle  for  all  of  its  op- 
erations. It  allows  CDC  to  deliver  a  great  deal  of  technical  assistance  across  the  re- 
gion without  a  great  deal  of  money  from  the  federal  government. 

A  brief  discussion  of  CDC's  three  assistance  programs  will  illustrate  CDC's  com- 
mitment to  mobilizing  private  sector  resources  to  support  on-site,  long-term  foreign 
aidprograms. 

Through  its  Corporate  Assistance  Program,  CDC  provides  technical  assistance  to 
large  enterprises  and  government  ministries  by  getting  U.S.  corporations  to  sponsor 
Corporate  Advisors  for  six  months  to  a  year.  Advisors  work  on-site  and  directly  with 
their  hosts  on  privatization  and  general  management  issues,  but  the  forms  of  assist- 
ance provided  by  corporations  that  participate  in  this  program  include  more  than 
the  financial  support  of  a  single  loaned  executive. 

Indeed,  these  corporations  make  a  true  corporate  commitment  to  these  assistance 
efforts  by  providing  additional  resources  and  in-kind  assistance  to  their  various 
projects.  This  commitment  can  be  seen  by  the  number  of  other  executives,  resources 
ana  material  goods  in  addition  to  the  principal  Corporate  Advisor  that  some  compa- 
nies have  committed  to  their  Corporate  Assistance  Program  projects.  For  example, 
during  the  14  months  it  had  a  Corporate  Advisor  in  Poland,  RJR  Nabisco  sent  nine 
additional  executives  to  the  country  for  various  lengths  of  time  to  help  a  food-proc- 
essing cooperative  with  marketing,  distribution  and  operations  issues,  and  donated 
a  computer  and  financial  software  to  the  company.  Another  corporation,  Norfolk 
Southern,  paid  for  six  other  executives  to  help  its  two  Corporate  Advisors  broaden 
the  scope  of  a  series  of  commercial  finance  seminars  for  the  managers  of  Russia's 
19  railways.  A  third  company,  Voluntary  Hospitals  of  America,  has  led  five  separate 
delegations  to  Hungary  and  the  Czech  and  Slovak  Republics  to  work  with  health 
care  providers  and  government  officials  on  hospital  administration  issues,  and  has 
donated  a  number  of  books,  four  computers  and  other  equipment  to  hospitals  and 
institutions  in  these  countries. 

This  willingness  to  go  above  and  beyond  simply  loaning  an  executive  is  an  impor- 
tant part  of  the  Corporate  Assistance  Program,  and  one  that  distinguishes  it  from 
other  forms  of  corporate  technical  assistance.  Moreover,  the  value  of  the  services 
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and  resources  provided  by  these  corporations,  combined  with  the  willingness  of  the 
host  enterprise  to  pay  for  the  advisers'  housing  and  local  transportation,  allows  CDC 
to  deliver  on-site  technical  assistance  for  up  to  1  year  for  little,  if  any,  direct  cost. 

This  ability  to  leverage  resources  both  from  the  U.S.  private  sector  and  the  host 
institutions  in  these  countries  extends  to  CDC's  two  other  programs,  the  Business 
Entrepreneur  Program  and  the  Citizens  Volunteer  Program.  Through  these  pro- 
grams, American  entrepreneurs  and  other  professionals  with  experience  in  munici- 
pal government,  nonprofit  organizations  and  universities  volunteer  for  2-month  as- 
signments, during  which  time  they  help  small  to  medium-sized  businesses  and 
democratic  institutions  in  the  region  to  improve  their  general  management,  admin- 
istration and  planning  skills. 

Again,  under  these  programs,  long-term  assistance  is  provided  at  little  cost  to 
CDC  or  the  American  taxpayer.  While  CDC  pays  for  international  airfare,  it  re- 
quires the  host  company  or  institution  to  pay  for  the  volunteer's  housing,  local 
transportation  and  translation  services,  a  requirement  that  eliminates  many  of  the 
often  significant  in-country  costs  commonly  absorbed  by  other  U.S.  aid  programs.  In 
addition  to  being  another  form  of  leveraged  assistance,  we  feel  that  this  requirement 
produces  truly  collaborative  assistance  projects  with  a  greater  chance  for  ultimate 
success,  because  those  who  benefit  from  the  assistance  have  as  much,  if  not  more, 
at  stake  in  the  process  as  those  who  provide  the  assistance. 

CDC's  ability  to  deliver  long-term  assistance  through  these  programs,  and  its  suc- 
cess in  getting  the  host  institutions  to  play  a  significant  role  in  the  process,  is  the 
result  of  its  strong  overseas  presence.  With  nine  field  offices  run  by  long-term  Amer- 
ican and  local  staff  members,  CDC  is  able  to  build  the  strong  trust  and  working 
relationships  which  are  vital  to  the  success  of  any  foreign  aid  program.  One  way 
we  achieve  this  is  through  a  unique  staff  position  called  an  Entrepreneur-In-Resi- 
dence,  which  is  filled  by  an  American  entrepreneur  who  volunteers  for  a  1-year  as- 
signment in  the  country.  In  addition  to  providing  CDC  with  additional  leveraged  as- 
sistance for  1  year,  this  Effi  uses  his  or  her  extensive  business  experience  to  evalu- 
ate companies  that  are  taking  concrete  steps  towards  economic  restructuring  and 
have  the  best  chance  to  benefit  from  our  Business  Entrepreneur  Program. 

The  presence  of  EIRs  and  other  field  staff  in  these  countries  allows  CDC  to  re- 
search potential  projects  thoroughly  before  our  advisers  arrive,  provide  them  with 
logistical  support  once  they  are  in  place,  and  follow  up  with  both  them  and  the  host 
institutions  once  assignments  have  been  completed.  It  has  been  our  experience  that 
the  ability  to  provide  these  long-term  functions — research,  support,  and  follow-up — 
is  critical  to  the  success  of  foreign  aid  programs. 

This  emphasis  on  a  long-term,  on-site  presence  extends  to  each  of  our  assistance 
projects.  Because  our  volunteers  are  on-site  for  at  least  2  months,  they  are  able  to 
establish  personal  and  professional  contacts  which  serve  them  well  both  during  the 
assignment  and  with  follow-up  activities  afterwards.  In  addition,  our  volunteers 
work  face-to-face  with  the  decision  makers  to  help  them  solve  a  variety  of  problems 
on  a  daily  basis,  and  are  there  to  help  the  management  of  these  institutions  apply 
the  concepts  they  have  discussed  to  real-life  problems.  Finally,  volunteers  are  en- 
couraged to  maintain  their  working  relationships  with  host  institutions  after  they 
have  completed  their  assignments,  and  many  of  them  continue  to  work  on  behalf 
of  their  hosts  upon  their  return  to  the  United  States.  It  is  our  experience  that  this 
kind  of  long-term,  collaborative  approach  to  assistance  projects  is  more  effective 
than  the  in-and-out  advice  given  by  consultants  who  leave  after  spending  only  1  or 
2  weeks  in  the  country. 

CDC  has  also  made  a  conscious  effort  to  deliver  assistance  at  the  local  level  as 
well  as  the  national  level.  Secretary  of  State  Warren  Christopher  has  said  that  de- 
mocracy cannot  be  imposed  from  above,  but  by  its  very  nature,  must  be  built  from 
the  grassroots  level,  and  we  adhere  to  that  philosophy  in  administering  our  pro- 
grams. Many  traditional  foreign  aid  programs  have  focused  on  government-to-gov- 
ernment exchanges  of  resources  and  information,  and  others  have  concentrated  the 
majority  of  aid  to  organizations  and  companies  in  the  capitals  of  these  countries. 
CDC  has  broadened  the  scope  of  its  programs — both  institutionally  and  geographi- 
cally— by  delivering  assistance  to  different  kinds  of  institutions  and  to  more  remote 
areas  of  these  countries. 

Because  we  have  three  distinct  programs,  we  can  enlarge  the  focus  of  our  assist- 
ance beyond  businesses  or  government  agencies  to  include  universities,  colleges  and 
a  variety  of  nonprofit  organizations  ranging  from  the  Czech  Philharmonic  to  the 
Moscow  Human  Rights  Center.  Our  local  field  staff  also  allows  us  to  travel  exten- 
sively throughout  the  country  and  develop  projects  in  remote  cities  and  towns  that 
have  just  as  much  need  for  assistance,  if  not  as  much  name  recognition,  as  the  cap- 
itals of  these  countries.  Finally,  the  flexibility  CDC  has  in  using  its  field  staff  to 
develop  projects  and  its  Volunteer  Registry  to  identify  skilled  volunteers  allows  it 
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to  move  quickly  to  fill  requests.  This  flexibility  works  best  all  involved — the  host  in- 
stitution, the  volunteer  and  CDC— but  it  is  not  present  in  many  of  our  foreign  aid 
programs,  which  often  are  tied  up  in  bureaucratic  red  tape. 

We  have  had  a  great  deal  of  success  in  operating  these  two  volunteer  programs 
throughout  the  region,  having  identified  assistance  projects  for  both  programs  in 
each  of  the  Central  and  Eastern  European  countries  and  in  Russia  and  Ukraine. 
In  addition,  we  have  been  able  to  enlist  highly  skilled  volunteers  in  these  programs, 
including  Derek  Bok,  President  Emeritus  of  Harvard  University  and  a  CDC  Execu- 
tive Committee  Member.  Professor  Bok  has  led  two  delegations  of  American  edu- 
cators on  trips  to  Hungary— one  at  the  request  of  Hungarian  President  Arpad  Goncz 
and  the  other  at  the  invitation  of  the  Hungarian  Parliament's  Subcommittee  on 
Higher  Education — and  these  visits  have  resulted  in  two  CDC  Reports  on  higher 
education  in  Central  and  Eastern  Europe  that  have  been  translated  and  widely  dis- 
tributed in  the  region. 

These  reports,  which  were  written  by  Derek  Bok  and  published  through  the  CDC 
Clearinghouse,  highlight  what  I  think  should  be  a  central  component  ofany  foreign 
aid  program  that  recuses  on  Central  and  Eastern  Europe  and  the  New  Independent 
States,  and  that  is  the  ability  to  collect  and  disseminate  information  that  will  be 
helpful  to  the  process  of  building  democracy  and  market  economies.  It  has  been  our 
experience  that  after  years  of  receiving  the  majority  of  their  information  from 
central  authorities,  people  in  the  region  are  not  accustomed  to  seeking  out  informa- 
tion or  assistance  on  their  own,  and  that  one  of  the  greatest  needs  in  these  countries 
is  access  to  information.  We  have  moved  to  meet  that  need  by  providing  publications 
and  services  that  deliver  information  to  the  people  and  organizations  that  provide 
assistance  to  the  region. 

Our  most  successful  publications  are  the  21  Assistance  Directories  which  we  have 
published  to  catalogue  U.S.  private  assistance  efforts  in  each  of  the  countries  in  the 
region,  with  the  exception  oT  the  former  Yugoslavia.  These  directories  contain  con- 
densed versions  of  the  information  in  our  Compendium,  and  are  used  not  only  by 
CDC  field  staff,  but  by  other  PVOs  and  NGOs  in  the  region.  For  example,  the  Rus- 
sian Assistance  Directory  I  have  brought  with  me  today  has  information  on  309  non- 
profit organizations  that  work  in  Russia,  and  is  frequently  used  by  volunteers  from 
the  Peace  Corps  and  other  organizations  in  the  Volga  region.  The  use  of  these  direc- 
tories— by  PVOs  and  NGOs,  government  embassies  and  local  organizations — has 
been  repeated  throughout  the  region,  and  I  think  this  ability  to  snare  information 
between  people  and  organizations  should  be  emphasized  in  our  foreign  aid  pro- 
grams. 

The  relationship  between  Derek  Bok's  participation  in  the  Citizens  Volunteer  Pro- 
gram and  the  Clearinghouse's  publication  of  his  reports  demonstrates  how  foreign 
assistance  programs  can  complement  each  other  and  build  on  the  lessons  learned 
from  them.  CDC's  programs  and  clearinghouse  services  were  designed  with  this  pur- 
pose in  mind,  to  complement  and  strengthen  each  other  and  to  provide  a  whole 
range  of  assistance  that  when  added  together  would  be  greater  than  the  sum  of  its 
parts.  For  example,  in  Hungary,  at  the  national  level  we  have  a  Corporate  Assist- 
ance Program  project  that  has  matched  American  Express  with  the  Hungarian 
Board  of  Tourism  and  the  Ministry  of  Trade  and  Industry  to  help  develop  the  coun- 
try's tourism  industry.  At  the  local  level,  we  are  placing  volunteer  advisers  at  one 
of  Hungary's  Colleges  of  Travel  and  Tourism  through  the  Citizens  Volunteer  Pro- 
gram. Finally,  we  are  looking  to  assist  tourism-related  companies  through  the  Busi- 
ness Entrepreneur  Program.  Having  been  designed  to  complement  and  support  each 
other,  our  programs  have  been  able  to  extend  assistance  beyond  the  scope  of  individ- 
ual projects. 

I  nave  spoken  here  today  about  the  need  for  the  United  States  to  take  a  fresh 
approach  to  its  foreign  aid  programs  in  Central  and  Eastern  Europe  and  the  New 
Independent  States,  and  have  offered  the  experiences  of  one  PVO,  the  Citizens  De- 
mocracy Corps,  to  demonstrate  the  success  that  flexible,  complementary  programs 
have  had  in  mobilizing  the  U.S.  private  sector  to  deliver  long-term  assistance  to  the 
burgeoning  democracies  and  market  economies  of  the  region.  It  has  been  our  experi- 
ence that  collaborative,  long-term  aid  programs  that  use  dedicated  volunteers  at  the 
local  level  are  one  of  the  best  ways  that  the  United  States  can  help  these  countries. 
Every  month  I  hear  from  volunteers  who  have  participated  in  CDC  programs  how 
personally  and  professionally  rewarding  their  assignments  were  to  them,  and  how 
they  would  be  willing  to  volunteer  again.  I  believe  that  this  is  what  President  Clin- 
ton had  in  mind  when  he  called  for  a  season  of  service,  and  I  think  CDC  is  in  tune 
with  the  season. 

In  closing,  I  would  like  to  echo  a  point  that  Secretary  of  State  Warren  Christopher 
and  others  have  made,  and  that  is  the  notion  that  U.S.  assistance  to  the  region 
should  not  be  seen  as  an  act  of  charity,  but  as  an  important  investment  in  America's 
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national  security.  As  Christopher  has  noted,  providing  assistance  to  these  countries 
is  as  important  to  the  United  States  as  it  is  to  Central  and  Eastern  Europe  and 
the  New  Independent  States. 

This  is  an  important  notion  to  keep  in  mind.  Because  securing  a  future  of  peace- 
ful, democratic  countries  and  market-driven  economies  throughout  the  region  is  in 
all  of  our  interests — economic,  strategic,  humanitarian  and  otherwise.  Our  future  is 
linked  with  their  futures  by  the  common  bonds  of  our  interconnected  global  econo- 
mies, just  as  our  past  is  linked  with  their  pasts  by  our  common  bonds  of  history 
and  culture.  Given  these  shared  interests,  the  U.S.  government  must  continue  to 

{>rovide  foreign  assistance  to  help  these  countries  build  the  foundations  for  a  peace- 
ul,  democratic,  and  economically  viable  region.  Private  voluntary  organizations  and 
nongovernmental  organizations  have  an  important  role  to  play  m  this  process,  and 
I  look  forward  to  working  with  the  members  of  this  Subcommittee  and  your  col- 
leagues to  develop  the  most  effective  foreign  aid  program  possible. 

Mr.  Chairman,  thank  you  again  for  allowing  me  to  speak  here  today.  I  will  be 
happy  to  answer  any  questions  that  you  or  the  Subcommittee  might  have. 

Senator  Sarbanes.  Thank  you  very  much,  Mr.  Ambassador.  That 
was  very  helpful,  and  we  will  get  back  to  you  with  our  questions 
after  we  hear  from  the  other  witnesses. 

Mr.  Fishman. 

STATEMENT  OF  PHILLIP  FISHMAN,  ASSISTANT  DIRECTOR  FOR 
INTERNATIONAL  AFFAIRS,  AFL-CIO,  WASHINGTON,  DC 

Mr.  Fishman.  Mr.  Chairman,  Senator  Pell,  on  behalf  of  the  AFL- 
CIO  I  welcome  and  thank  you  for  this  opportunity  to  present  our 
views  on  nongovernmental  organizations,  private  voluntary  organi- 
zation, and  U.S.  foreign  aid. 

Perhaps  the  most  effective  foreign  assistance  program  in  Amer- 
ican history,  the  Marshall  plan,  helps  to  illustrate  the  critical  im- 
portance of  NGO's  and  PVO's  to  the  success  of  American  foreign 
policy.  The  plan  was  just  not  designed  to  provide  Government-fi- 
nanced humanitarian  and  development  aid.  American  NGO's  and 
PVO's  were  actively  engaged  in  helping  to  entrench  the  institutions 
of  strong  civic  societies,  line  free  trade  unions,  that  would  allow  de- 
mocracy to  flourish  worldwide. 

With  the  experience  of  the  Weimar  Republic  fresh  in  their  minds, 
Americans  understood  that  free  elections  were  not  enough  to  sus- 
tain the  peace.  For  as  long  as  the  majority  of  citizens  are  afflicted 
with  poverty  and  powerlessness  their  frustration  will  be  suspended 
like  the  sword  of  Damocles  over  any  democratization  effort. 

In  this  regard  the  existence  of  strong  and  independent  trade 
unions  is  critical.  It  was  no  accident  that  democratic  trade  unions 
played  an  active  role  in  keeping  Western  Europe  free  after  World 
War  II,  that  Solidarnosc  was  key  to  the  Soviet  collapse,  or  that 
from  South  Africa  to  Chile  to  the  Philippines,  wherever  democracy 
is  taking  hold,  trade  unions  are  there,  giving  ordinary  working  men 
and  women  a  voice  in  their  own  political  and  economic  destiny.  As 
a  pillar  of  democracy,  labor's  strength  is  threefold. 

First,  labor  unions  are  often  a  worker's  only  direct  experience  of 
democracy  in  action.  Unions  are  the  place  where  workers,  many  of 
them  witn  little  formal  schooling,  learn  to  raise  their  hands,  to  be 
recognized,  and  say  something.  They  learn  how  to  organize  and  run 
a  meeting,  about  the  rules  of  parliamentary  procedures,  and  about 
living  witn  and  respecting  dissenting  voices. 

Second,  even  where  the  mechanisms  of  collective  bargaining  do 
not  exist,  unions  are  often  the  only  mass-based  democratic  institu- 
tion  that   can   counter   entrenched   tyrannies   and   ruling  elites. 


90 

Through  participation  in  trade  unions,  workers  discover  that  there 
is  something  that  they  can  do  for  themselves,  short  of  workplace 
insurrection  or  political  revolution,  which  can  help  improve  their 
daily  lives.  In  fact,  by  their  very  nature,  unions  speak  to  the  eco- 
nomic and  social  concerns  that  result  in  increased  personal  free- 
dom, economic  opportunity,  the  development  of  a  stable  middle- 
class  and,  thus,  a  firm  ground  for  modern,  political  democratiza- 
tion. 

And  third,  when  they  are  allowed  to  operate  freely,  unions  peace- 
fully protect  and  extend  prospects  for  economic  self-determination. 
Through  the  unglamorous  process  of  organized  collective  bargain- 
ing, workers  have  the  ability  to  negotiate  their  own  wages  and 
working  conditions.  Where  this  mechanism  does  not  exist,  wages 
and  working  conditions  will  be  determined  unilaterally  by  the  em- 
ployer, or  be  set  by  state  decree.  Both  alternatives  tend  to  con- 
centrate economic,  and  therefore  social  and  political,  power  into  the 
hands  of  a  small  elite.  In  their  extremity  the  first  alternative  is  en- 
trenched oligarchy  and  serfdom,  the  second  is  totalitarianism. 

Tyrants  understand  the  pivotal  role  of  democratic  labor  unions. 
That  is  why  trade  unions  are  the  first  institutions  that  are  de- 
stroyed in  a  totalitarian  seizure  of  power,  whether  it  be  fascist  or 
communist,  and  why  waves  of  anti-union  repression  continue  to  roll 
through  other  undemocratic  regimes. 

Today,  the  AFL-CIO  and  its  four  international  institutes  main- 
tain a  presence  in  some  50  countries  on  4  continents,  offering  tech- 
nical assistance,  training,  and  moral  and  financial  support  to  these 
beleaguered  trade  unions.  Much  of  this  work  is  funded  through 
grants  from  the  American  Government  agencies.  The  following  sug- 
gestions reflect  our  many  decades  of  experience  in  conducting  this 
work. 

First,  the  AFL-CIO  wholeheartedly  supports  the  Clinton  admin- 
istration's emphasis  on  the  promotion  of  democracy  as  a  fundamen- 
tal goal  of  American  foreign  policy.  We  also  believe  that  this  en- 
lightened policy  can  only  be  realized  by  refocusing  much  of  our  for- 
eign aid  away  from  direct  government-to-government  assistance 
and  toward,  "private,"  assistance,  if  you  will,  between  and  in  sup- 
port of  PVO's  and  NGO's,  the  vehicles  most  capable  of  circumvent- 
ing entrenched  power  elites  and  working  with  the  people  to  build 
democracy  from  the  bottom  up. 

In  this  regard  the  AFL-CIO  believes  that  the  independent  Na- 
tional Endowment  for  Democracy  has  been  one  of  the  most  effective 
and  cost-efficient  American  institutions  in  the  promotion  of  democ- 
racy and  American  interests  abroad.  Therefore  we  urge  that  you 
fully  support  the  administration's  proposal  to  increase  NED's  basic 
appropriation  from  $30  million  to  $50  million.  Similarly,  we  believe 
that  the  U.S.  Information  Agency  should  place  a  greater  emphasis 
on  nongovernmental  assistance  in  its  democracy  promotion  activi- 
ties. 

But  it  is  the  U.S.  Agency  for  International  Development,  perhaps 
this  country's  best  known  foreign  assistance  Agency,  that  is  most 
in  need  of  overhaul  to  ensure  that  it  assists,  and  does  not  hinder, 
the  cause  of  democratization.  Last  year,  after  several  years  of  com- 
plaint, American  unions  helped  to  bring  one  AID  abuse  to  promi- 
nent media  attention.  The  problem  was  addressed,  to  some  extent, 
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by  Congress  in  the  last  session.  I  am  referring,  of  course,  to  the 
perverse  use  of  AID's  Bureau  for  Private  Enterprise. 

Through  this  program  American  tax  dollars  were  used  to  help 
transplant  U.S.  jobs  to  low-wage  countries.  In  many  instances  the 
program  promoted  the  abuse  of  workers'  rights  just  as  surely  as  it 
promoted  cheap  imports  into  the  American  market  and  the  loss  of 
U.S.  jobs. 

In  the  view  of  the  AFL-CIO,  AID  should  be  reorganized  so  that 
all  of  its  programs,  including  the  Bureau  of  Private  Enterprise,  are 
coordinated  with,  and  subordinate  to,  a  democratic  approach  to  de- 
velopment. In  addition  to  a  greater  reliance  on  PVO's/NGO's  in  the 
provision  of  foreign  assistance,  such  a  reorganization  should  also 
allow  for  more  flexibility  in  the  provision  of  grants.  For  instance, 
funding  should  be  allowed  for  nongovernmental,  democracy-build- 
ing initiatives  in  non-USAID  eligible  nations.  Pro-democracy  civic 
institutions  that  are  able  to  survive  under  governments  that  are 
hostile  to  American  values  or  which  sponsor  terrorism  need  our  as- 
sistance the  most. 

Consideration  should  also  be  given  to  changing  the  current  prac- 
tice of  allowing  AID-eligible,  nondemocratic  governments  to  ap- 
prove or  disapprove  democracy-building  initiatives  that  involve  di- 
rect NGO-to-NGO  assistance.  In  addition,  the  revamped  AID  struc- 
ture should  also  include  a  rapid  response  authority  to  react  swiftly 
to  emerging  opportunities.  Administrative  rules  must  be  eased  and 
bureaucracy  streamlined. 

In  the  aftermath  of  the  cold  war  we  also  urge  that  human  and 
trade  union  rights  be  weighted  heavily  as  a  factor  in  the  allocation 
of  a  limited  U.S.  foreign  aid  budget. 

Another  major  area  for  reform  is  in  the  design  of  trade  agree- 
ments. The  AFL-CIO  believes  that  it  is  inimical  to  a  pro-democracy 
foreign  policy  to  continue  to  allow  the  impoverishment  and  political 
repression  of  workers  to  be  rewarded  through  international  com- 
merce. We  know,  through  bitter  experience,  that  this  practice  is 
also  injurious  to  the  long-term  economic  health  of  workers  in  both 
developed  and  undeveloped  nations. 

It  is  for  these  reasons,  as  well  as  for  the  sake  of  common  human 
decency,  that  we  support  the  inclusion  of  enforceable  international 
worker  rights  standards  in  all  U.S.  trading  agreements.  Such 
standards,  consistent  with  those  embodied  in  the  conventions  of  the 
international  labor  organization,  have  already  been  incorporated 
into  laws  governing  the  Generalized  System  of  Preferences  and  the 
Overseas  Private  Investment  Corporation.  Unfortunately  previous 
U.S.  trade  representatives  were  often  unwilling  to  strictly  apply 
these  congressionally  mandated  standards. 

We  believe  that  it  is  an  economic  and  human  rights  necessity  for 
such  standards  to  be  included  in  the  General  Agreement  on  Tariffs 
and  Trade  and  in  any  North  American  free  trade  agreement.  We 
urge  that  respect  for  basic  worker  rights  and  human  rights  be 
central  in  decisions  on  most-favored-nation  trade  status.  We  also 
support  strict  interpretation  of  the  anticonvict  and  force  labor  pro- 
visions of  U.S.  trade  law,  and  are  especially  troubled  by  the  inflow 
of  prison-made  goods  from  China,  a  legacy  of  lax  U.S.  Customs  en- 
forcement during  the  Reagan-Bush  years. 
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None  of  these  changes  in  current  practice  will  be  easy,  nor  can 
they  be  accomplished  overnight.  Nevertheless,  the  AFL-CIO  be- 
lieves that  all  would  help  enhance  our  work  and  that  of  a  myriad 
of  other  U.S.  NGO's  and  PVO's  that  are  now  engaged  in  overseas 
work  that  is  arguably  one  of  America's  best  avenues  toward  a  more 
peaceful,  prosperous,  and  democratic  world. 

Senator  Sarbanes.  We  thank  you  for  your  statement. 

[The  prepared  statement  of  Mr.  Fishman  follows:] 

Prepared  Statement  of  Mr.  Fishman 

Mr.  Chairman  and  members  of  the  Subcommittee,  on  behalf  of  the  AFL-CIO,  I 
welcome  this  opportunity  to  present  our  views  on  non-governmental  organizations, 
private  voluntary  organizations  and  U.S.  foreign  aid. 

The  Marshall  Plan — perhaps  the  most  effective  foreign  assistance  program  in  U.S. 
history — helps  to  illustrate  the  critical  importance  of  NGOs  and  PVOs  to  the  success 
of  American  foreign  policy.  The  Plan  was  not  just  designed  to  provide  government- 
financed  humanitarian  and  development  aid.  American  NGOs  and  PVOs  were  ac- 
tively engaged  in  helping  to  entrench  the  institutions  of  strong  civic  societies — like 
free  trade  unions — that  would  allow  democracy  to  flourish  world-wide.  With  the  ex- 
perience of  the  Weimar  Republic  fresh  in  their  minds,  Americans  understood  that 
free  elections  were  not  enough  to  sustain  the  peace.  For,  as  long  as  the  majority 
of  citizens  are  afflicted  with  poverty  and  powerlessness,  their  frustration  will  be  sus- 
pended like  the  sword  of  Damocles  over  any  democratization  effort. 

In  this  regard,  the  existence  of  strong  and  independent  trade  unions  is  critical. 
It  was  no  accident  that  democratic  trade  unions  played  an  active  role  in  keeping 
Western  Europe  free  after  World  War  II,  that  Solidarnosc  was  key  to  the  Soviet  col- 
lapse, or  that  from  South  Africa,  to  Chile  to  the  Philippines — wherever  democracy 
is  taking  hold — trade  unions  are  there,  giving  ordinary  working  men  and  women  a 
voice  in  their  own  political  and  economic  destiny.  As  a  pillar  of  democracy,  labor's 
strength  is  three-fold: 

First,  labor  unions  are  often  a  worker's  only  direct  experience  of  democracy  in  ac- 
tion. Unions  are  the  place  where  workers,  many  of  them  with  little  formal  schooling, 
learn  to  raise  their  hands,  be  recognized,  get  up  and  say  something.  They  learn  how 
to  organize  and  run  a  meeting,  about  the  rules  of  parliamentary  procedure  and 
about  living  with,  and  respecting,  dissenting  voices. 

Second,  even  where  the  mechanisms  of  collective  bargaining  do  not  exist,  unions 
are  often  the  only  mass-based  democratic  institution  that  can  counter  entrenched 
tyrannies  and  ruling  elites.  Through  participation  in  trade  unions,  workers  discover 
that  there  is  something  that  they  can  do  for  themselves,  short  of  workplace  insur- 
rection or  political  revolution,  which  can  help  improve  their  daily  lives.  In  fact,  by 
their  very  nature,  unions  speak  to  the  economic  and  social  concerns  that  result  in 
increased  personal  freedom,  economic  opportunity,  the  development  of  a  stable  mid- 
dle-class and,  thus,  a  firm  ground  for  modern,  political  democratization. 

And  third,  when  they  are  allowed  to  operate  freely,  unions  peacefully  protect  and 
extend  prospects  for  economic  self-determination.  Through  the  unglamorous  process 
of  organized  collective-bargaining,  workers  have  the  ability  to  negotiate  their  own 
wages  and  working  conditions.  Where  this  mechanism  does  not  exist,  wages  and 
working  conditions  will  be  determined  unilaterally  by  the  employer,  or  be  set  by 
state  decree.  Both  alternatives  tend  to  concentrate  economic — and  therefore,  social 
and  political — power  into  the  hands  of  a  small  elite.  In  their  extremity,  the  first  al- 
ternative is  entrenched  oligarchy  and  serfdom,  the  second  is  totalitarianism. 

Tyrants  understand  the  pivotal  role  of  a  democratic  labor  movement.  That  is  why 
trade  unions  are  the  first  institutions  that  are  destroyed  in  a  totalitarian  seizure 
of  power,  whether  it  be  fascist  or  communist,  and  why  waves  of  anti-union  repres- 
sion continue  to  roll  through  other  undemocratic  regimes. 

Today,  the  AFL-CIO  and  its  four  international  institutes  maintain  a  presence  in 
some  fifty  countries  on  four  continents,  offering  technical  assistance,  training  and 
moral  and  financial  support  to  these  beleaguered  trade  unions.  Much  of  this  work 
is  funded  through  grants  from  U.S.  government  agencies.  The  following  suggestions 
reflect  our  many  decades  of  experience  in  conducting  this  work: 

First,  the  AFL-CIO  wholeheartedly  supports  the  Clinton  Administration's  empha- 
sis on  the  promotion  of  democracy  as  a  fundamental  goal  of  American  foreign  policy. 
We  also  believe  that  this  enlightened  policy  can  only  he  realized  by  refocusing  much 
of  our  foreign  aid  away  from  direct  government-to-government  assistance  and  to- 
ward "private"  assistance,  if  you  will,  between  and  in  support  of  PVOs  and  NGOs — 
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the  vehicles  most  capable  of  circumventing  entrenched  power  elites  and  working 
with  the  people  to  build  democracy  from  the  bottom  up. 

In  this  regard,  the  AFL-CIO  believes  that  the  independent  National  Endowment 
for  Democracy  has  been  one  of  the  most  effective  and  cost-efficient  American  instru- 
ments in  the  promotion  of  democracy  and  American  interests  abroad.  Therefore,  we 
urge  that  you  fully  support  the  Administration's  proposal  to  increase  NED's  basic 
appropriation  from  30  to  50  million  dollars.  Similarly,  we  believe  that  the  United 
States  Information  Agency  should  place  a  greater  emphasis  on  non-governmental 
assistance  in  its  democracy  promotion  activities. 

But  it  is  the  U.S.  Agency  for  International  Development  perhaps  this  country's 
best  known  foreign  assistance  agency — that  is  most  in  need  of  overhaul  to  ensure 
that  it  assists,  and  does  not  hinder,  the  cause  of  democratization.  Last  year,  after 
several  years  of  complaint,  American  unions  helped  to  bring  one  AID  abuse  to 
prominent  media  attention.  This  problem  was  addressed,  to  some  extent,  by  Con- 
gress last  session.  I  am  referring,  of  course,  to  the  perverse  use  of  AID's  Bureau  for 
Private  Enterprise. 

Through  this  program,  American  tax  dollars  were  used  to  help  transplant  U.S. 
jobs  to  low-wage  countries.  In  many  instances,  the  program  promoted  the  abuse  of 
worker  rights  just  as  surely  as  it  promoted  cheap  imports  into  the  American  market 
and  the  loss  of  U.S.  jobs.  Some  of  these  problems  stemmed  from  the  laissez-faire 
zealotry  of  political  appointees  who  believed  that  a  free  market,  not  a  free  world, 
was  the  prime  foreign  policy  objective  of  the  United  States.  Much  of  the  abuse,  how- 
ever, was  due  to  short-term  thinking.  Once  given  the  order  to  help  lure  foreign  in- 
vestment and  private  enterprise  into  beneficiary  countries,  this  goal  was  pursued 
with  single-minded  vigor — and  with  little,  if  any,  regard  for  the  question  of  how 
long-term  growth,  democracy,  or  stability  would  benefit  from  unemployment  in  the 
U.S.  or  a  lifetime  of  40<-an-hour  jobs  in  developing  countries. 

In  the  view  of  the  AFL-CIO,  AID  should  be  reorganized  so  that  all  of  its  pro- 
grams, including  the  Bureau  of  Private  Enterprise,  are  coordinated  with — and  sub- 
ordinate to — a  democratic  approach  to  development.  In  addition  to  a  greater  reliance 
on  PVOs/NGOs  in  the  provision  of  foreign  assistance,  such  a  reorganization  should 
also  allow  for  more  flexibility  in  the  provision  of  grants.  For  instance,  funding 
should  be  allowed  for  non-governmental,  democracy-building  initiatives  in  non- 
USAID  eligible  nations.  Pro-democracy  civic  institutions,  that  are  able  to  survive 
under  governments  that  are  hostile  to  U.S.  values  or  which  sponsor  terrorism,  need 
our  assistance  the  most.  Consideration  should  also  be  given  to  changing  the  current 
practice  of  allowing  AID-eligible,  non-democratic  governments  to  approve  or  dis- 
approve democracy-building  initiatives  that  involve  direct  NGO-to-NGO  assistance. 
In  addition,  the  revamped  AID  structure  should  also  include  a  "rapid  response"  au- 
thority, to  react  swiftly  to  emerging  opportunities.  Administrative  rules  must  be 
eased,  and  bureaucracy  streamlined. 

Another  major  area  for  reform  is  in  the  design  of  trade  agreements.  While  the 

g revision  of  trade  benefits  can  be  used  as  an  effective  development  tool,  the  AFL- 
10  believes  that  it  is  inimical  to  a  pro-democracy  foreign  policy  to  continue  to  allow 
the  impoverishment  and  political  repression  of  workers  to  be  rewarded  through 
international  commerce.  We  know,  through  bitter  experience,  that  this  practice  is 
also  injurious  to  the  long-term  economic  nealth  of  workers  in  both  developed  and 
undeveloped  nations. 

It  is  for  these  reasons — as  well  as  for  the  sake  of  common  human  decency— that 
we  support  the  inclusion  of  enforceable,  international  worker-rights  standards  in  all 
U.S.  trading  agreements.  Such  standards,  consistent  with  those  embodied  in  the 
conventions  of  the  International  Labor  Organization,  have  already  been  incor- 
porated into  the  laws  governing  the  Generalized  System  of  Preferences  and  the 
Overseas  Private  Investment  Corporation.  Unfortunately,  previous  U.S.  Trade  Rep- 
resentatives were  often  unwilling  to  strictly  apply  these  Congressionally-mandated 
standards. 

We  believe  that  it  is  an  economic  and  human  rights  necessity  for  such  standards 
to  be  included  in  the  General  Agreement  on  Tariffs  and  Trade  and  in  any  North 
America  Free  Trade  Agreement.  We  urge  that  respect  for  basic  worker  rights  and 
human  rights  be  central  in  decisions  on  Most  Favored  Nation  trade  status.  We  also 
support  strict  interpretation  of  the  anti-convict  and  forced  labor  provisions  of  U.S. 
trade  law,  and  are  especially  troubled  by  the  inflow  of  these  prison-made  goods  from 
China,  a  legacy  of  lax  U.S.  Customs  enforcement  during  the  Reagan-Bush  years. 

None  of  these  changes  in  current  practice  will  be  easy,  nor  can  they  be  accom- 
plished overnight.  Nevertheless,  the  AFL-CIO  believes  that  all  would  help  enhance 
our  work  and  that  of  a  myriad  of  other  U.S.  NGOs  and  PVOs  that  are  now  engaged 
in  overseas — work  that  is  arguably  one  of  America's  best  avenues  toward  a  more 
peaceful,  prosperous  and  democratic  world.  Thank  you. 
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Senator  Sarbanes.  Mr.  D'Alemberte. 

STATEMENT  OF  TALBOT  D'ALEMBERTE,  FORMER  PRESIDENT, 
AMERICAN  BAR  ASSOCIATION,  MIAMI,  FL 

Mr.  D'Alemberte.  Mr.  Chairman,  thank  you  very  much.  I  have 
a  fairly  extensive  written  statement,  and  I  would  like  for  purposes 
of  this  testimony  to  really  focus,  if  I  may,  just  on  one  of  the  pro- 
grams discussed  in  that.  It  is  the  American  Bar  Association  pro- 
gram called  CEELI,  or  Central  and  East  European  Law  Initiative. 

Mr.  Chairman,  my  wife  is  from  Fulton,  MO,  and  that  is  where 
you  will  recall  Winston  Churchill  gave  his  famous  Iron  Curtain 
speech.  One  of  the  lines  in  that  speech  had  Churchill  urging  us  to 
practice  what  we  preach  and  preach  what  we  practice.  It  seems  to 
me  that  over  the  years  since  that  speech,  American  lawyers  have 
done  an  awful  lot  of  preaching  but  not  much  practicing.  In  terms 
of  the  international  rule  of  law,  we  have  used  Law  Day  each  year 
to  do  a  lot  of  preaching  about  the  rule  of  law  and  its  importance, 
but — honestly — looking  back  on  it  it  has  been  mostly  rhetoric. 

Beginning  in  the  spring  of  1990,  shortly  after  the  fall  of  the  Ber- 
lin Wall,  American  lawyers  in  the  American  Bar  Association  got  to- 
gether and  said  it  is  time  for  us  to  redeem  our  rhetoric.  We  have 
been  saying  a  lot  of  noble  words  about  the  rule  of  law,  but  not 
doing  very  much  about  it.  The  program  we  put  together,  the  CEELI 
Program,  has  four  basic  principles.  It  operates  first  of  all  as  a  pro 
bono  project.  The  Ambassador  is  really  quite  correct,  I  think,  in 
identifying  this  extraordinary  American  value  of  volunteerism.  We 
do  volunteer  for  things. 

This  program  now  operates  as  a  pro  bono  project,  not  as  a  busi- 
ness development  project.  No  one  who  participates  in  our  project  is 
allowed  to  do  any  business  development,  passing  out  brochures  or 
even  calling  on  their  own  offices.  If  a  lawyer  working  with  us  is  as- 
sociated with  a  law  firm,  with  an  office  in  Europe,  they  cannot  even 
make  a  call  to  their  own  office.  They  are  simply  to  be  detached 
from  anything  connected  with  business  development,  and  we  are 
very,  very  restrictive  about  that. 

The  second  principle  is  we  do  not  dictate  the  agenda.  We  merely 
consult  with  the  client  countries  and  make  sure  that  the  agenda  of 
the  program  we  put  together  is  a  program  that  they  want.  They 
ask  us  to  provide  the  service,  and  we  draw  off  of  that  agenda. 

Third,  a  closely  connected  principle  is  we  do  not  in  all  occasions 
try  to  push  a  U.S.  model.  The  U.S.  model  is  not  appropriate  many 
times  in  law  reform.  Many  of  these  countries  really  want  to  look 
at  West  European  models,  and  we  try  to  involve  in  our  projects 
West  European  lawyers,  judges,  and  academics. 

Then  the  fourth  principle  for  us  is  inclusiveness.  We  really  try 
to  involve  all  lawyers,  judges,  and  other  legal  experts,  whether  or 
not  they  are  involved  in  the  ABA.  Many  times  we  find  that  the 
projects  we  are  dealing  with  frankly  do  not  need  to  have  lawyers 
at  all,  they  need  to  have  a  clerk  of  the  court,  somebody  who  knows 
how  to  run  a  registry  of  deeds,  something  down  very  close  to  the 
infrastructure,  not  something  very  grandiose  like  a  constitutional 
scholar.  We  need  things  that  really  will  make  the  market  system 
work. 
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We  apply  these  principles  through  programs  which  have  these 
general  components.  First  of  all,  long-term  liaisons.  These  are  peo- 
ple who  are  willing  to  give  up  a  year  of  their  lives  to  go  to  places 
like  Bulgaria,  Senator,  I  think  one  of  your  constituents  William 
Condell,  is  just  coming  back  from  a  year  in  Latvia.  He  has  been 
in  Latvia  for  a  year,  operating — in  political  terms — almost  like  an 
advance  person  who  finds  out  what  the  problems  are  and  calls  in 
other  help  of  various  kinds  and  provides  on-the-ground  assistance 
of  various  kinds. 

One  of  our  long-term  liaisons  wrote  a  book  about  how  to  practice 
law  in  Bulgaria,  telling  people  how  to  set  up  a  law  practice.  There 
are  no  private  law  firms,  and  people  just  aid  not  know  even  how 
to  begin  setting  up  a  law  practice.  There  are  many  such  examples. 

We  also  have  various  workshops,  again  picking  on  Maryland,  if 
I  may,  Judge  Frank  Koufman  participated  in  one  of  those,  among 
other  people  from  Maryland.  Prof.  Morley  Wise  from  the  University 
of  Maryland  participated  in  one  of  those.  Those  are  relatively  short- 
term,  they  are  the  kinds  of  thing  you  start  off  doing  to  introduce 
yourself  to  people.  They  can  have  some  impact  in  some  subjects, 
but  honestly  I  do  not  think  they  are  as  important  as  these  long- 
term  technical  assistance  that  we  are  providing  where  people  stay 
on  the  ground  for  long  periods  of  time. 

We  also  have  technical  legal  specialists  who  will  be  called  in  for 
special  projects.  A  good  example  is  a  prosecutor  from  Texas  who 
was  asked  to  go  to  Albania  to  help  train  prosecutors.  He  found  that 
the  first  thing  he  had  to  convince  prosecutors  of  was  that  they 
ought  to  not  object  to  having  defense  counsel.  The  Albanian  crimi- 
nal defense  system  did  not  exist,  and  he  found  himself  in  the 
strange  position  as  a  prosecutor  saying  there  ought  to  be  somebody 
representing  the  defendant  in  these  cases,  a  break  with  Albanian 
tradition. 

We  also  have  a  program  of  trying  to  help  long-term  through  the 
Sister  Law  School  Program.  There  are  people  in  this  region  wno  we 
were  calling  lawyers,  but  they  are  lawyers  who  have  never  had  a 
course  in  contract  law  or  a  course  in  property  law  or  anything  that 
would  vaguely  relate  to  human  rights  or  constitutional  law.  And  so, 
for  the  future,  we  hope  to  develop  some  technical  assistance  with 
the  law  schools  in  the  region.  To  that  end  we  have  already  in- 
volved, I  think  the  figure  now  is  135  American  law  schools  who 
played  host  to  one  or  more  legal  educators  from  that  region  trying 
to  bring  those  people  here,  seeing  what  American  legal  education 
is,  and  then  from  that  developing  other  special  projects  to  try  to 
help  with  the  curriculum. 

Again,  we  have  no  idea  that  the  American  legal  education  model 
is  the  only  model  for  these  people,  but  we  do  Know  that  there  is 
a  great  deal  of  interest  in  particular  aspects  of  American  legal  edu- 
cation, particularly  in  the  constitutional  area. 

I  think  that  generally  describes  the  program.  I  just  have  two  con- 
cluding comments.  One  is  to  relate  a  slightly  different  experience 
from  that  of  Mr.  Fishman.  I  spent  a  lot  of  last  year  as  president 
with  the  American  Bar  Association  arguing  with  Vice  President 
Quayle  and  other  members  of  the  Bush  administration  about  the 
role  of  American  lawyers  and  their  vision  for  what  we  ought  to  be 
doing.  I  am  sad  to  say  that  because  that  kind  of  controversy  tended 
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to  capture  more  attention,  people  may  have  thought  that  we  had 
a  terrible  time  getting  along  with  the  administration. 

The  truth  of  the  matter  is  in  this  area  where  we  feel  like  we 
were  very  productive,  we  had  extremely  good  relationships  with 
USIA  and  USAID.  We  found  them  to  be  very  constructive  and 
imaginative  people  who  really  were  out  to  try  to  get  the  job  done. 
So  our  experience  is  that  we  were  very  pleased  with  the  way  they 
reacted  and  we  do  believe  we  gave  a  product,  as  the  Ambassador 
said,  that  is  highly  leveraged,  it  is  dependent  on  volunteers,  and 
we  think  they  are  able  to  see  that  and  to  push  us  along  the  lines 
that  will  not  intrude  on  our  program  idea,  because  our  program 
idea  again  was  that  we  would  not  set  policy  in  advance.  We  would 
show  up  and  ask  the  countries  what  they  wanted. 

And  the  USAID  and  USIA  people  were  able  to  see  that  and  help 
us  work  with  Government  guidelines  in  making  sure  that  the  es- 
sential administrative  costs  and  travel  costs  were  funded.  It  al- 
lowed us  to  put  this  voluntary  effort  into  the  field. 

One  final  comment,  if  I  may.  One  of  the  consequences  of  pro- 
grams like  this,  and  I  think  that  is  probably  true  of  other  programs 
represented  at  the  table,  is  that  we  are  educating  a  large  number 
of  Americans  in  the  importance  of  not  just  isolating  ourselves.  I 
now  see  as  I  go  to  American  bar  meetings  people  who  have  a  real 
definite,  strong,  sustained  interest  in  seeing  that  we  play  the  role 
that  I  personally  think  we  ought  to  play  in  this  world,  and  I  think 
through  these  programs  of  using  volunteers  we  are  developing,  in 
a  very  important  way,  a  constituency  for  a  continued  American  role 
in  advancing  important  causes.  Included  in  that  I  hope  will  be  the 
rule  of  law  which  we  have  talked  about  for  so  long  and  I  now  think 
we  are  trying  to  achieve. 

Thank  you,  sir. 

[The  prepared  statement  of  Mr.  D'Alemberte  follows:] 

Prepared  Statement  of  Mr.  D'Alemberte 

Mr.  Chairman  and  Members  of  the  Committee:  My  name  is  Talbot  D'Alemberte, 
I  am  the  Immediate  Past-President  of  the  American  Bar  Association  and  Co-Found- 
er  of  the  ABA's  Central  and  East  European  Law  Initiative  (CEELI).  I  am  testifying 
today  on  behalf  of  the  American  Bar  Association  at  the  request  of  J.  Michael 
McWilliams,  President  of  the  Association. 

It  is  an  honor  to  appear  before  the  Subcommittee  and  to  be  given  an  opportunity 
to  tell  you  about  the  ABA  efforts  towards  promoting  the  rule  of  law  around  the 
world. 

The  current  worldwide  political  situation,  evidenced  by  the  number  of  countries 
in  which  the  drive  for  full  constitutional  democracy  is  being  pursued,  is  tenuous  and 
fluid.  It  is  in  the  interest  of  the  United  States  to  keep  the  momentum  on  the  move- 
ment toward  democracy. 

In  keeping  the  momentum  alive,  the  United  States'  greatest  leverage  remains  in 
the  assistance  that  it  can  provide  democratizing  states.  Fair  election  procedures  and 
new  constitutions  are  important  in  guaranteeing  a  stable  democracy.  But  of  equal 
importance  is  the  need  to  assist  in  the  development  of  economic  reforms,  including 
statutory  and  legal  reforms,  which  will  guide  these  emerging  democracies  toward  a 
free  market  system.  Attracting  foreign  investments  to  drive  new  markets  and  help 
sustain  emerging  democratic  regimes  depends  upon  the  presence  of  strong  legal 
structures — laws  and  legal  institutions. 

The  dramatically  changing  world  scene  offers  new  challenges  for  creating  constitu- 
tional, legal,  and  institutional  reforms  in  countries  undergoing  a  democratization 
process.  The  question  is  whether  the  United  States  is  willing  to  meet  these  new 
challenges— challenges  arising  on  every  continent. 

I  would  like  to  familiarize  the  Subcommittee  with  some  of  the  ABA's  specific  pro- 
grams that  are  geared  towards  democratization  and  explain  how  the  ABA  is  ready 
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and  willing  to  continue  working  to  assist  democratization  efforts.  Let  me  say  up 
front  that  the  ABA  international  activities  have  drawn  heavily  on  American  law- 
yers, on  a  pro  bono  basis,  to  contribute  to  these  projects. 

CEELI 

Though  the  ABA  has  participated  in  a  variety  of  projects  to  advance  the  rule  of 
law,  our  largest  effort  has  been  "CEELI" — the  Central  and  East  European  Law  Ini- 
tiative— conceived  and  organized  in  the  Spring  of  1990,  shortly  after  the  fall  of  the 
Berlin  Wall.  I  want  to  talk  about  CEELI  from  the  perspective  of  our  long-term  inter- 
est in  the  rule  of  law. 

In  years  past,  the  first  day  of  this  month  was  celebrated  as  May  Day  by  the  Soviet 
Bloc  countries.  It  was  a  day  of  solidarity  marked  by  lengthy  military  parades,  new 
weapons  on  display,  tanks  rumbling  through  Red  Square,  and  military  aircraft  fly- 
ing overhead  in  formation. 

I>aw  Day  was  developed  by  the  ABA  to  celebrate  a  different  idea — that  the  rule 
of  law,  the  great  principles  of  freedom  should  be  the  common  basis  for  uniting  the 
world.  Law  Day  would  be  the  time  when  we  would  compare  the  liberties  of  the  free 
world  with  the  tyranny  of  closed  Communist  societies.  Law  Day  began  in  large  part 
as  an  exercise  in  comparative  law,  giving  us  the  opportunity  to  contrast  our  system 
with  that  of  other  countries. 

And  so,  for  many  years  now,  dating  back  to  the  time  Eisenhower  was  President, 
American  lawyers  have  celebrated  and  called  on  other  citizens  to  celebrate  Law 
Day.  Typically  in  the  past,  Law  Day  has  consisted  of  speeches  praising  the  Amer- 
ican system  of  justice  and  denouncing  the  governments  that  do  not  allow  their  citi- 
zens freedom. 

In  1989,  the  great  Soviet  Bloc  monolith  crumbled  and  our  preoccupation  with 
fighting  Communism  was  displaced.  Events  recalled  the  words  of  the  novelist  Gra- 
ham Greene  who  died  at  this  time.  He  said:  There  is  always  one  moment  when 
the  door  opens  and  lets  the  future  in." 

In  thousands  of  Law  Day  sp-ieches  and  Fourth  of  July  orations,  American  lawyers 
and  American  politicians  have  urged  the  superiority  of  our  system  over  the  totali- 
tarian systems  which  dominated  much  of  Eastern  Europe  and  Asia  and  it  was  now 
time  to  redeem  that  rhetoric  by  helping  those  who  seek  to  establish  the  rule  of  law. 
In  fact  for  the  last  2Vi  years,  we  have  done  just  that.  Today,  the  rule  of  law  is  being 
sought  by  people  in  those  former  Communist  countries,  and  American  lawyers,  with 
the  nelp  and  encouragement  of  USAID  and  USIA,  are  living  up  to  their  own  rhet- 
oric. 

American  lawyers  and  the  ABA  organized  the  Central  and  East  European  Law 
Initiative,  or  CEELI,  in  early  1990.  This  organization  operates  on  private  and  public 
funding,  but  mostly  it  operates  on  the  volunteer  energies  of  American  lawyers.  (See 
Appendix  A  for  chart  showing  number  of  participating  countries  and  map  represent- 
ing U.S.  participation  of  individuals  and  institutions.) 

There  nave  been  32  formal  technical  legal  assistance  workshops  on  law  reform 
and  6  judicial  training  sessions.  Workshops  focus  on  a  particular  substantive  area 
of  law  such  as  constitutional  reform  and  provide  assistance  in  reviewing  draft  laws 
and  constitutions  through  intensive  round-table  discussions.  Beginning  with  a  work- 
shop on  criminal  law  in  the  former  Czech  and  Slovak  Republics  (where  we  realized 
under  their  law  that  investors  were  labeled  "speculators"  and  subject  to  criminal 
punishment),  CEELI  has  sponsored  a  variety  of  workshops  all  at  the  request  of  the 
client  countries.  Examples  are:  in  Prague,  Czechoslovakia,  a  Criminal  Law  Revision 
Workshop  with  government  representatives  on  restructuring  the  duties  and  organi- 
zation of  prosecutors,  investigators,  and  judges  held  from  November  12-18,  1990;  in 
Sofia,  Bulgaria,  a  Judicial  Restructuring  Workshop  with  government  and  non-gov- 
ernment organizations  on  the  reorganization  of  the  court  system  and  the  selection, 
status  and  disciplining  of  judges  held  from  January  28-February  1,  1991;  in  Bucha- 
rest, Romania,  a  workshop  on  Constitutional  Drafting  held  May  15-19,  1991;  and 
in  Budapest,  Hungary,  a  workshop  held  from  on  Administrative  Law  Reform  held 
from  October  28-November  1,  1991. 

A  central  part  of  CEELI  is  the  network  of  "lawyer  liaisons,"  most  of  whom  live 
overseas  for  1  year  at  a  time,  examining  the  legal  needs  of  their  host  countries, 
forming  contacts  with  local  leaders  and  guiding  various  components  of  the  CEELI 
project.  For  example,  CEELI  liaisons  William  D.  Meyer  of  Boulder,  Colorado,  lived 
in  Sofia,  Bulgaria,  from  September  1991  through  August  1992,  and  Bethesda,  Mary- 
land, resident,  William  Condrell,  lived  in  Riga,  Latvia,  from  November  1992  through 
May  1993,  providing  day-to-day  contact  for  the  client  countries  which  sought  to  ad- 
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vance  the  rule  of  law.  CEELI  currently  has  liaisons  in  18  countries.1  (See  Appendix 
B  indicating  number  of  CEELI  liaisons.) 

Today,  there  are  27  lawyers  serving  as  "legal  specialists"  in  13  countries,  serving 
for  months  at  a  time  on  special  projects,  including  training,  giving  help  on  projects 
such  as  constitutional  drafting  and  assisting  in  the  creation  of  an  mdependent  judi- 
cial system.  Special  projects  have  included  Assistance  with  Foreign  Investment"  in 
Vilnius,  Lithuania,  from  October-December  1992;  "Assistance  to  the  Chairman  of 
the  Supreme  Court"  in  Minsk,  Belarus,  in  December  1992;  "Assistance  with  Con- 
stitutional and  Judicial  Reform"  in  Moscow,  Russia,  October  1992-October  1993; 
and  "Assistance  with  Judicial  Training"  November  1992-May  1993,  in  Tirana,  Alba- 
nia, and  "Constitutional  Drafting  Commission"  December  1992,  also  in  Tirana,  Alba- 
nia. (See  Appendix  C  demonstrating  number  of  CEELI  legal  specialists.) 

Today,  there  are  hundreds  of  lawyers  working  on  concept  papers  and  providing 
assessments  of  over  160  draft  laws  to  parliamentary  committees  on  a  great  variety 
of  subjects,  from  copyright  to  bankruptcy,  trade  union  law  and  local  government. 
(See  Appendix  D  indicating  the  number  of  draft  law  assessments  and  concept  pa- 
pers.) 

As  I  have  watched  this  program  grow  like  some  breeder  reactor,  gathering 
strength  from  the  volunteer  effort  of  American  lawyers,  I  have  realized  what  an  ex- 
ceptional commitment  to  the  rule  of  law  is  embodied  in  the  soul  of  our  profession. 

It  is  remarkable  that  so  many  people  will  agree  to  disrupt  their  lives  and  spend 
a  year  without  pay  in  some  desolate  place  with  none  of  the  comforts  which  Amer- 
ican lawyers  take  for  granted.  It  is  equally  remarkable  that  hundreds  of  lawyers 
will  sit  in  their  offices  and  place  the  analysis  of  a  foreign  law  first  on  their  desk. 

The  CEELI  program,  funded  primarily  by  USAID  and  USIA,  has  provided  newly 
emerging  democratic  states  in  Central  and  Eastern  Europe  and  the  former  Soviet 
Union  with  expertise  in  developing  legal  systems  to  replace  the  communist  models 
that  have  existed  for  decades.  This  is  by  no  means  an  easy  task. 

CEELI  has  rapidly  expanded  to  answer  the  call  by  providing  U.S.  legal  expertise 
to  countries  that  are  in  the  process  of  modifying  or  restructuring  their  laws  or  legal 
systems.  In  doing  so,  CEELI  has  maintained  a  steadfast  allegiance  to  the  idea  that 
foreign  assistance  is  most  valued  when  riven  in  the  spirit  of  cooperation.  Four  prin- 
ciples have  served  as  the  guideposts  of  CEELI. 

First,  CEELI  is  designed  to  respond  to  the  needs  and  the  priorities  of  the  coun- 
tries of  Central  and  Eastern  Europe  and  the  New  Independent  States  of  the  former 
Soviet  Union  (NIS),  not  those  of  U.S.  participants  or  sponsors.  The  agenda  for  all 
our  work  is  developed  by  the  people  in  the  countries  we  serve. 

Second,  CEELI  recognizes  that  U.S.  legal  experience  and  traditions  offer  but  one 
approach  that  participating  countries  may  wish  to  consider.  A  variety  of  models,  in- 
cluding those  of  civil  law  countries,  offer  alternative  legal  traditions  that  appeal  to 
many  participating  countries.  In  fact,  it  is  fair  to  say  that  the  Eastern  European 
countries  often  choose  Western  European  models,  although  American  lawyers  are 
often  the  only  people  available  to  help  with  technical  assistance.  We  have  also 
sought  to  involve  East  European  lawyers,  judges,  and  professors  in  our  efforts. 

Third,  CEELI  is  a  public  service  project,  not  a  vehicle  for  developing  business  op- 

Sortunities  for  lawyers.  To  maintain  this  principle,  CEELI  has  adopted  strict  con- 
ict  of  interest  guidelines  designed  to  assure  that  the  technical  advice  offered  by 
CEELI  participants  is  unbiased  and  that  conflicts  of  interests  are  avoided  to  the 
maximum  extentpossible.  Over  $9  million  worth  of  pro  bono  time  has  been  donated 
to  the  various  CEELI  projects  by  over  600  U.S.  lawyers,  judges,  and  legal  scholars. 
The  fourth  principle  of  CEELI  has  been  inclusiveness.  Although  the  CEELI  pro- 
gram was  originally  supported  by  the  ABA  Section  of  International  Law  and  Prac- 
tice, the  Section  quickly  saw  that  the  program  should  include  all  lawyers,  all  sec- 
tions and,  indeed,  lawyers  and  lay  persons  who  have  not  been  a  part  of  ABA.  To 
this  end,  CEELI  administration  has  not  been  the  domain  of  any  section  or  commit- 
tee but  has  been  administered  by  the  ABA  to  insure  the  broadest  possible  participa- 
tion. 

Under  CEELI,  there  are  135  American  law  schools  helping  all  the  law  schools  in 
Central  Europe  by  participating  in  a  project  we  call  the  CEELI  "Sister  Law  School 
Program."  Through  this  program  our  American  law  schools  are  helping  institutions 
which  never  really  were  law  schools  learn  to  teach  property  law  and  contract  and 
human  rights  law  and  helping  to  assemble  textbooks  and  libraries.  By  personal  ob- 
servations gained  during  visits  of  Central  and  East  European  deans  to  U.S.  law 
schools,  the  CEELI  Sister  Law  School  Program  is  designed  to  help  Central  and  East 


lAlbania,  Belarus,  Bulgaria,  Croatia,  the  Czech  Republic,  Estonia,  Hungary,  Latakhstan, 
Kazakhstan,  Latvia,  Lithuania,  Macedonia,  Moldovia,  Poland,  Romania,  Russia,  Slovakia  and 
Ukraine. 
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European  law  schools  to  draw  on  the  experiences  of  the  U.S.  legal  education  system. 
The  CEELI  Sister  Law  School  Program  matches  each  Central  and  Eastern  Euro- 
pean law  school  with  a  consortium  of  approximately  three  American  law  schools 
that  are  interested  in  cooperative  relations.  (See  Appendix  E  for  maps,  list,  and 
chart  detailing  the  participating  European  and  U.S.  law  schools.) 

As  part  of  the  program,  each  dean  visits  the  United  States  for  a  4-week  period. 
At  the  beginning  of  each  visit,  CEELI  conducts  an  orientation  program  on  the  Amer- 
ican legal  system  in  Washington,  D.C.  Then  each  dean  visits  the  three  law  schools 
in  his  or  her  consortium.  The  purpose  of  the  visits  is  to  create  long-term  institu- 
tional links  between  sister  schools.  This  program  will  expand  to  the  NIS  this  month. 

The  CEELI  Sister  Law  School  Program  also  became  involved  with  an  USIA-fund- 
ed  fellowship  program  entitled  The  Benjamin  Franklin  Fellowship  Program"  (now 
called  "The  Edmund  Muskie  Fellowship  Program").  In  a  coordinated  effort  with  the 
Soros  Foundation,  after  contacting  CEELI  and  requesting  that  CEELI  handle  the 

E lacing  of  students,  CEELI  placed  27  students  from  the  former  Soviet  Union  in 
LM  programs  in  various  U.S.  law  schools.  Important  to  the  success  of  this  project 
was  the  ability  of  the  Sister  Law  School  Program  to  secure  $275,000  in  tuition  waiv- 
ers for  these  NIS  law  students. 

OTHER  ABA  EFFORTS 

Word  is  getting  out  about  the  success  of  CEELI,  and  many  other  countries  are 
hopeful  that  there  will  be  similar  assistance  available  for  CEELI-like  programs  to 
be  established  in  their  countries.  It  is  obvious  from  the  initial  visits  of  foreign  dig- 
nitaries from  other  areas  of  the  world  that  they  are  hungry  for  information,  eager 
to  learn,  and  excited  about  the  concepts  of  freedom. 

Hardly  a  week  goes  by  in  which  ABA  representatives  do  not  meet  with  members 
of  foreign  delegations  to  discuss  various  projects  aimed  at  democratization  and  at 
developing  commercial  law  initiatives.  For  instance,  last  week  ABA  staff  members 
met  with  officials  from  Vietnam,  and  last  month  lawyers  from  Nigeria  visited  our 
Washington,  D.C.,  office.  All  were  interested  in  the  same  thing— they  need  and  want 
assistance  in  democratizing  their  countries. 

Spreading  the  message  of  democracy  is  the  job  of  the  USAID  and  USIA.  I  have 
emphasized  in  my  testimony  the  incredible  amount  of  free  legal  expertise  which 
American  lawyers  and  judges  are  giving  to  the  CEELI  project.  But  that  expertise 
can  be  captured  and  utilized  effectively  only  through  a  funded  ongoing  structure  like 
that  we  have  set  up  in  the  CEELI  program,  with  a  trained  professional  staff  that 
can  bring  together  all  of  the  myriad  elements  of  this  complex  and  sophisticated  pro- 
gram. Putting  money  into  projects  like  this  that  promote  democracy  can  only  be  ben- 
eficial to  the  United  States  in  the  short  and  long  run.  Aid  can,  therefore,  be  highly 
useful  to  support  reform  efforts,  meet  humanitarian  needs,  and  keep  the  democratic 
movement  alive  worldwide. 

THE  AMERICAN  BAR  ASSOCIATION  LAWYER  INTERNSHIP  PROJECT 

From  1989  to  1991,  the  ABA  Lawyer  Internship  Project — funded  primarily  by  the 
Soros  Foundation-Soviet  Union  through  the  ABA  Fund  for  Justice  and  Education — 
provided  carefully  arranged  internships  of  7  months  duration  in  a  variety  of  pres- 
tigious U.S.  law  offices,  corporations,  and  law  schools  in  over  20  states  for  56  law- 
yers, legal  scholars,  advocates,  juris  consults,  judges,  and  procurators  from  most  of 
the  former  Soviet  republics  and  the  former  Czechoslovakia.  The  primary  purpose  of 
this  program  was  to  provide  outstanding  young  lawyers,  legal  scholars,  and  judges 
from  these  regions  with  serious  and  intensive  work-study  experiences  under  the  su- 
pervision of  American  counterparts.  The  program  was  extremely  well-known  and 
highly  regarded  throughout  the  United  States,  having  been  widely  publicized  by  the 
American  legal  profession  and  mass  media. 

CAMBODIA 

The  Cambodia  Law  Development  Project  proposes  to  use  ABA  lawyers  to  provide 
technical  legal  assistance  to  the  Supreme  National  Council  of  Cambodia  and  the  to- 
be  elected  government  for  the  purpose  of  assisting  in  constitutional  drafting  and  the 
development  of  foreign  investment  laws,  laws  on  contract  and  civil  responsibility, 
commercial  codes,  tax  codes,  and  implementing  regulations.  This  project  will  provide 
Cambodia  with  a  modern  legislative  framework  for  redevelopment  and  privatization 
of  its  economy.  It  is  hoped  that  this  project  will  start  up  in  early  summer  this  year 
with  a  projected  end  date  of  summer  1997,  depending  on  availability  of  funds  and 
speed  of  the  process  within  Cambodia.  This  project  has  not  received  formal  approval 
as  the  ABA  is  negotiating  a  subcontract  with  the  Asia  Foundation,  the  lead  organi- 
zation that  has  been  granted  the  USAID  funding  for  the  Cambodia  project. 


100 

In  addition,  the  following  long-term  efforts  on  behalf  of  Cambodia  are  proposed: 
codification  and  computerization  of  Cambodia's  legal  materials;  the  development  of 
computer  systems  to  store  and  track  legislative  enactments  and  decrees  for  public 
access;  publication  of  a  daily  law  journal;  international  exchange  programs  for  key 
Cambodian  lawyers,  judges,  academics,  and  ministry  officials;  and  training  in  alter- 
native dispute  resolution  and  arbitration.  A  formal  program  to  upgrade  the  judiciary 
and  law  school  curriculum  will  also  be  established.  The  project  as  proposed  con- 
templates that  teams  of  ABA  legal  experts  will  be  sent  to  Cambodia  over  the  life 
of  the  project  to  advise  and  provide  hands-on  practical  training  for  all  components 
of  the  project. 

LATIN  AMERICA 

From  1987  through  1990,  the  ABA  developed  the  Central  American  Project,  which 
included  Guatemala,  Honduras,  Costa  Rica,  and  El  Salvador.  The  project  was 
USATD  funded,  and  the  ABA  International  Law  and  Practice  Section  ran  a  series 
of  conferences,  workshops,  and  seminars  on  commercial  and  labor  arbitration.  At  the 
end  of  the  project  a  volume  entitled  Commercial  and  Labor  Arbitration  in  Central 
America  was  published,  at  no  cost  to  the  recipients,  in  English  and  Spanish  and  dis- 
tributed to  the  participants  of  the  project. 

To  continue  efforts  in  Latin  America,  the  ABA  is  now  setting  up  a  Sister  Law 
School  Project,  which  will  be  coordinated  with  American  law  schools.  This  is  to  be 
patterned  on  and  will  work  in  cooperation  with  the  CEELI  Sister  Law  School  Pro- 
gram. The  ABA  has  received  tentative  approval  for  this  project  from  USIA  and  is 
now  making  minor  revisions  to  the  budget  before  the  grant  is  finalized.  This  project 
will  enable  up  to  20  Latin  American  law  school  deans  to  develop  a  greater  under- 
standing of  the  United  States  legal  and  legal  education  systems. 

The  project  will  arrange  for  these  deans  to  visit  at  least  two  law  schools  for  ap- 

groximately  1  week  each,  where  they  will  observe  classrooms,  meet  faculty  mem- 
era,  and  visit  libraries.  In  addition,  these  deans  will  participate  in  a  symposium 
in  Washington,  D.C.,  that  will  include  visits  to  sites,  such  as  the  U.S.  Supreme 
Court,  the  D.C.  Superior  Court,  and  the  ABA.  They  will  participate  in  seminars  on 
current  issues  in  legal  education  with  their  U.S.  counterparts. 

The  major  thrust  of  this  project  will  be  to  increase  mutual  understanding  between 
U.S.  and  Latin  American  deans  and  to  improve  legal  education  in  Latin  America 
and  in  the  United  States.  But,  as  with  the  other  projects  described  above,  the  focus 
on  legal  academics  serves  a  far  broader  purpose;  the  development  of  a  cadre  of  lead- 
ers trained  in  and  committed  to  the  principles  and  institutions  of  a  democratic  legal 
system. 

AFRICA 

Another  project  underway  is  to  develop  a  more  comprehensive  legal  reform  initia- 
tive for  Africa.  More  than  30  African  countries  are  in  the  process  of  transition  from 
one-party  government  or  military  rule  to  systems  of  government  and  economic  policy 
marked  by  pluralism  and  free  market  reform.  In  1992  alone,  18  countries  have  held 
national  elections  and/or  constitutional  referendums. 

The  ABA  Section  of  International  Law  and  Practice's  Subcommittee  on  Africa  has 
already  responded  to  some  of  the  needs  to  strengthen  the  institutions  of  democracy 
by  providing  support  and  technical  assistance  to  emerging  bar  associations  and  law 
societies.  In  1988,  the  ABA  Section  of  Litigation  sponsored  a  program  on  Trial  Advo- 
cacy Training  in  South  Africa.  This  program  provides  advocacy  training  to  black 
lawyers  and  law  students  in  South  Africa  under  the  auspices  oi  the  United  States- 
South  African  Leadership  Exchange  Program.  This  program  is  in  its  fifth  year,  and 
has  made  significant  progress  in  both  training  new  attorneys  and  training  South  Af- 
rican attorneys  as  teachers  to  continue  the  program. 

In  June  1991  the  Subcommittee  on  Africa  of  the  ABA  International  Law  and  Prac- 
tice Section  sponsored  an  international  arbitration  workshop  in  Nigeria.  This  project 
was  funded  entirely  by  the  ABA.  The  Nigerian  courts  were  inconsistent  in  their  de- 
cisions and  there  was  an  enormous  overload  of  cases.  Thus,  arbitration  was  viewed 
as  a  way  to  address  these  problems  and  expedite  the  legal  process  in  Nigeria. 

The  African  Subcommittee  has  also  been  involved  in  programs  in  Mozambique, 
Guinea-Bissau,  Cape  Verde,  Kenya,  and  South  Africa.  But  these  projects  are  just 
the  starting  point  in  assisting  African  countries  towards  democratization.  As  a  re- 
sult of  these  established  programs,  coupled  with  the  success  of  CEELI,  other  African 
countries  have  approached  the  ABA  to  seek  our  assistance  with  legal  reform  pro- 
grams. 

The  ABA  is  in  the  process  of  assessing  a  CEELI-like  program  for  Africa.  While 
there  are  components  of  CEELI  that  might  easily  be  mirrored  in  some  of  the  African 
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nations,  it  is  important  to  state  that  an  African  program  would  probably  have  a  dif- 
ferent and  more  varied  focus  than  CEELI.  Unlike  Eastern  Europe  or  the  former  So- 
viet republics,  the  African  continent,  which  encompasses  52  countries,  requires  indi- 
vidualized programs  to  address  the  various  situations  presented  in  each  country. 

The  ABA  has  also  been  approached  by  the  Carter  Center,  which  is  seeking  USAID 
funding  for  a  project  in  Ethiopia.  This  project  involves  constitutional  drafting,  cre- 
ation of  an  independent  judiciary,  and  establishment  of  a  special  prosecutor.  In  our 
initial  discussions  with  the  Carter  Center  representatives,  the  ABA  has  been  asked 
to  collaborate  by  providing  technical  legal  assistance  for  the  legal  components  of  the 
project. 

If  we  are  able  to  develop  an  African  program,  I  hope  that  it  will  be  built  on  the 
same  fundamental  principles  of  the  CEELI  program. 

HAITI 

Recently,  USAID  has  approached  the  ABA  to  consider  establishing  a  CEELI-type 
project  in  Haiti.  The  purpose  of  this  project  would  be  to  provide  assistance  in  judi- 
cial restructuring  once  a  democratic  government  is  in  place  again  in  Haiti. 

CONCLUSION 

There  is  a  common  thread  for  all  new  projects.  Without  government  funding,  the 
democratization  projects  in  Africa,  Latin  America,  Cambodia,  and  Haiti,  will  never 
become  meaningful.  The  risks  of  losing  these  potential  democracies  cannot  be  over- 
stated. 

The  final  point  that  I  would  like  to  make  deals  with  the  reality  of  what  these  pro- 
grams accomplish.  Because  of  the  restrictive  rules  of  diplomacy,  the  U.S.  govern- 
ment depends  on  nongovernmental  organizations,  like  the  ABA,  to  do  much  of  the 
work  involved  in  these  projects.  CEELI  has  proven  that,  dollar-for-dollar,  the  U.S. 
government  is  getting  remarkable  leverage  for  very  modest  financial  investment.  As 
stated,  this  program  stimulates  and  utilizes  enormous  amounts  of  free  legal  serv- 
ices. The  lawyers  involved  with  reviewing  drafts  are  not  reimbursed  for  their  time, 
nor  do  they  expect  to  be. 

In  the  process,  American  lawyers,  judges  and  legal  educators  themselves  become 
more  educated  on  the  problems  of  foreign  countries  and  the  difficulties  they  face  in 
achieving  the  rule  of  law.  One  of  the  consequences  of  programs  like  CEELI  is  that 
it  develops  a  solid  group  of  citizens  throughout  the  country  who  will  give  political 
support  to  those  who  have  a  vision  of  American  responsibility  to  provide  foreign  aid. 

Let  me  close  by  saying  that  any  reduction  of  U.S.  foreign  assistance  for  democra- 
tization projects  would  nave  far-reaching  repercussions.  Continuing  and  new  re- 
quirements are  such  that  there  can  be  no  overall  reduction  without  a  real  loss  to 
LJ.S.  interests.  We  need  to  strengthen,  not  diminish,  our  aid  programs  to  meet  our 
own  national  needs  as  well  as  those  with  whom  we  work  for  a  better  world. 

The  United  States,  as  the  sole  remaining  superpower,  plays  and  will  continue  to 
play  a  unique  leadership  role  in  worldwide  democratic  development.  Targeted  for- 
eign technical  assistance  of  the  kind  I  have  described  here  must  be  a  major  compo- 
nent of  democratic  development.  By  facilitating  the  establishment  of  democratic  in- 
stitutions and  governments  throughout  the  world,  these  programs  serve  the  best  in- 
terests of  the  United  States.  In  the  long  run,  we  have  nothing  more  important  to 
export  than  the  rule  of  law. 
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Appendix  A. — Number  of  Countries  in  Central  and  Eastern  Europe,  and  the 
Former  Soviet  Union  Participating  in  CEELI— November  1990-April  1993 
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Appendix  B. — Number  of  CEELI  Liaisons  Serving  in  Central  and  Eastern 
Europe,  and  the  Former  Soviet  Union — November  1990-April  1993 
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Appendix  C— Number  of  CEEU  Legal  Specialists  Serving  in  Central  and 
Eastern  Europe,  and  the  Former  Soviet  Union— November  1990-April  1993 
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Appendix  D.— Number  of  Draft  Law  Assessments  and  Concept  Papers  Pre- 

Sared  for  the  Countries  of  Central  and  Eastern  Europe,  and  the  Former 
oviet  Union— November  1990-April  1993 
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Appendix  E 

Participation  Locations 
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Number  of  Visiting  Law  School  Deans  and  Faculty  Members  From  Central 
and  Eastern  Europe  Through  CEELI's  Sister  Law  School  Program — No- 
vember 1990-April  1993 
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Senator  Sarbanes.  Thank  you  very  much.  We  certainly  appre- 
ciate this  helpful  testimony  from  the  panel.  I  will  yield  first  to 
Chairman  Pell  for  any  questions  or  comments  he  may  have. 

The  Chairman.  No  questions,  but  one  comment.  We  are  very 
glad  to  have  the  son  of  Ambassador  Polansky  working  on  this  side 
of  the  dias,  and  it  is  very  fine  to  see  you  here  and  we  welcome  you 
here  today,  sir. 

I  would  congratulate  the  chairman  for  holding  this  hearing  and 
for  taking  on  the  real  kettle  of  fish  which  is  the  foreign  aid  bill. 

Senator  Sarbanes.  Let  me  just  ask  a  few  questions  before  I  yield 
to  my  colleague.  The  ABA  has  people  working  in  Eastern  Europe 
on  these  programs  that  you  outlined,  right? 

Mr.  D'Alemberte.  Yes.  We  have  people  on  these  long-term  liai- 
sons in  18  countries  now. 

Senator  Sarbanes.  The  AFL— CIO  has  people  working  in  Eastern 
Europe,  right? 

Mr.  Fishman.  Yes. 

Senator  Sarbanes.  The  CDC  has  people  working  in  Eastern  Eu- 
rope? 
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Ambassador  Polansky.  Eastern  Europe  and  the  former  Soviet 
Union,  yes. 

Senator  Sarbanes.  The  Human  Rights  Watch  brief  is  a  different 
one,  as  I  understand  it,  so  I  will  leave  that  for  now.  Should  there 
be  some  central  focus,  some  central  organizing  element,  to  all  of 
these  efforts?  If  so,  where  should  it  be?  We  hear  stories  about  U.S. 
colleges  setting  up  programs  with  educational  institutions  in  Po- 
land. Meanwhile,  the  lawyers  are  showing  up  in  town  and  the  labor 
guys  are  coming  in  and  the  executive  corps  is  showing  up.  Should 
there  be  any  effort  to  try  to  have  some  coordination,  some  overall 
plan,  or  should  we  just  let  all  of  this  go  on  helter-skelter? 

Mr.  D'Alemberte.  I  have  a  hunch  about  that.  I  think  an  awful 
lot  of  that  is  going  on.  I  admit  that  it  is  ad  hoc,  but  it  is  going  on 
in  the  field.  It  is  pretty  hard  to  show  up  in  some  places,  Albania 
or  Bulgaria  would  be  good  examples  that  I  have  witnessed,  without 
finding  that  the  Americans  who  are  there  giving  assistance  tend  to 
find  one  another  and  tend  to  work  together  in  ways  that  if  we  tried 
to  plan  it  from  here  we  probably  could  not  plan  it  that  well  as  they 
do  on  the  ground. 

Senator  Sarbanes.  Well,  take  the  countries  that  are  not  that 
tight  on  who  comes  in — the  Czech  Republic,  Poland,  Hungary — 
where  they  are  sort  of  getting  flooded  by  helpers.  How  do  you  pull 
all  of  that  together,  or  does  it  not  matter  if  you  pull  it  together? 

Mr.  D'Alemberte.  I  think  there  is  some  risk  if  you  try  to  pull 
it  together  too  tightly,  personally,  but  I  honestly  do  not  know  the 
answer,  Senator. 

Senator  Sarbanes.  Should  you  try  to  pull  it  together  at  all? 

Mr.  D'Alemberte.  I  think  we  have  encouraged  not  only  to  deal 
with  American  groups  but  also  there  are  various  international 
groups,  particularly  in  the  rule  of  law,  who  are  doing  some  work, 
and  we  have  tried  to  encourage  all  of  the  liaisons  to  do  coordina- 
tion. But  I  honestly  think  that  if  you  try  to  control  it  too  tightly 
you  may  find  that  you  are  trying  to  overcontrol  from  here  rather 
than  let  people  on  the  ground  do  what  seems  to  be  appropriate  in 
the  circumstances. 

I  might  mention,  for  instance,  some  of  our  people  got  very  early 
help  from  labor  because  they  could  go  to  labor  representatives  and 
find  out  who  were  the  Democrats,  who  could  you  trust.  They  were 
on  the  ground  before  some  of  our  people  in  some  of  the  countries. 
So  I  think  a  lot  of  that  is  going  on  from  our  standpoint.  We  cer- 
tainly do  not  resist  the  idea  that  some  organizing  principle  could 
be  put  together.  I  just  do  not  know  what  it  is,  Senator. 

Ambassador  Polansky.  I  will  take  a  crack  at  it  if  you  want. 

Senator  Sarbanes.  Sure. 

Ambassador  Polansky.  In  a  sense  I  come  at  it  from  two  different 
perspectives,  Mr.  Chairman.  First  of  all  as  a  former  Foreign  Serv- 
ice officer  working  in  what  is  an  established  organization  with  a  hi- 
erarchy, and  then  for  the  last  2Vz  years  working  with  the  Citizens 
Democracy  Corps,  an  essentially  new  program  in  Eastern  Europe 
and  the  former  Soviet  Union. 

We  have  tried  to  do,  I  think,  in  our  organization  a  number  of 
things.  First  of  all  I  think  we  are  all  very  much  aware  that  there 
is  a  limited  amount  of  assistance  that  can  be  provided  by  the  U.S. 
taxpayer  through  Congress,  and  we  do  have  to  be  mindful  of  that. 
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But  I  think  we  have  also  learned,  based  on  our  own  experience, 
that  to  try  to  coordinate  everything  simply  does  not  work  very  well, 
particularly  among  private  voluntary  organizations  and  nongovern- 
mental organizations. 

There  is  a  certain  amount  of  control  through  AID  if  these  are 
Government-funded  programs,  but  what  we  have  found  is  that,  as 
Sandy  has  pointed  out,  there  is  a  lot  of  exchange  of  information 
and  coordination  among  the  local  representatives  in  whatever  coun- 
try it  happens  to  be.  That  is  certainly  the  case  in  Moscow  where 
the  representatives  of  those  organizations  get  together  periodically 
and  share  information.  There  is  even  now  a  booklet  that  is  being 
done  by  those  organizations,  representatives  of  those  organizations 
in  Moscow,  to  make  sure  that  people  understand  what  is  happen- 
ing, how  they  can  function  in  a  place  like  Russia,  what  the  changes 
are,  so  that  there  is  in  a  sense  a  fair  amount  of  practical  coordina- 
tion or  networking  that  is  taking  place. 

Here  in  Washington  we  were  asked  at  the  end  of  1990  and  the 
beginning  of  1991  to  organize  a  conference  on  humanitarian  assist- 
ance to  the  former  Soviet  Union  by  the  State  Department,  which 
we  did.  We  brought  together  a  number  of  private  organizations 
that  were  active  that  did  not  even  know  about  each  other,  so  that 
provided  a  vehicle  for  organizations  to  be  internetworked  together. 
We  have  done  that  with  respect  to  other  countries. 

I  think  there  is  a  certain  value,  not  necessarily  in  duplication, 
but  a  very  definite  value  in  having  as  many  organizations,  as  many 
representatives  as  possible  take  part  in  these  programs.  We  want, 
in  effect,  the  development  of  pluralistic  institutions  and  a  plural- 
istic society.  We  are  coming,  at  least  in  the  case  of  Eastern  Europe 
and  the  former  Soviet  Union,  we  are  going  to  areas  where  all  they 
have  had  for  45  years  is  everything  controlled  from  the  center. 

To  my  way  of  thinking  this  is  not  what  we  want  to  convey  to  the 
peoples  and  organizations  in  those  countries.  They  are  beginning  to 
reach  out  now  to  develop  their  own  private  organizations,  whether 
they  are  charitable  organizations  or  nonprofit  organizations.  I  sus- 
pect that  we  have  to  find  some  kind  of  mix  between  the  under- 
standing that  there  is  just  a  certain  amount  of  foreign  aid  available 
and  the  ability  of  the  variety  of  organizations  in  the  United  States, 
established  organizations  as  well  as  new  ones,  that  will  come  to  the 
fore  to  do  what  Sandy  is  talking  about,  and  that  essentially  is  to 
meet  the  needs  of  people  in  those  countries  as  they  perceive  those 
needs,  not  as  we  perceive  the  needs. 

Thank  you. 

Senator  Sarbanes.  How  much  public  money  do  each  of  you  re- 
ceive, as  a  percentage  of  your  working  budget,  in  order  to  do  these 
activities? 

Ambassador  Polansky.  In  the  case  of  the  Citizens  Democracy 
Corps  we  have  an  AID  grant  that  runs  for  3  years  for  Eastern  Eu- 
rope, and  that  is  $4.3  million.  We  are  supposed  to  provide  some- 
thing like  $8  million  from  private  sources  as  our  part  of  that  over 
the  3-year  period.  In  the  case  of  the  former  Soviet  Union  we  have 
a  29-month  grant  that  is  $2.7  million  from  AID,  then  we  are  sup- 
posed to  match  that  by  in-kind  or  contributions  from  the  private 
sector  in  the  amount  of  $500,000.  So  that  is  ours. 
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Senator  Sarbanes.  So  one-third  of  your  money  in  the  Eastern 
European  area  is  public  money? 

Ambassador  Polansky.  That  is  correct. 

Senator  Sarbanes.  The  overwhelming  percentage  of  it 

Ambassador  Polansky.  Should  be  private  money  in-kind  or  con- 
tributions. 

Senator  Sarbanes.  Mr.  Fishman? 

Mr.  Fishman.  In  the  case  of  the  AFL-CIO  the  majority  of  our 
funding,  the  AFL-CIO  funding  overseas  programs  comes  from  ei- 
ther USAJD  or  from  the  National  Endowment  for  Democracy,  but 
we  act  as  a  conduit  to  local  trade  unions  and  local  worker  organiza- 
tions, and  most  of  our  funds  act  as  a  way  to  generate  local  re- 
sources both  from  trade  unions,  from  local  governments,  from  local 
organizations,  to  contribute  to  the  programs  that  we  also  support. 

In  my  experience,  and  I  spent  12  years  in  Asia  running  a  number 
of  our  programs,  the  amount  of  money  that  we  were  able  to  con- 
tribute was  not  nearly  equal  to  the  amount  of  money  that  we  were 
able  to  generate  from  various  local  sources,  whether  it  be  from  local 
government  or  from  trade  union  organizations  themselves. 

Mr.  D'Alemberte.  With  the  ABA  project  the  overwhelming 
amount  of  hard  dollars  is  Government  money.  We  have  some  pri- 
vate money  in  it.  Now,  what  that  pays  for  we  believe  is  highly  le- 
veraged. People  who  for  instance  go  for  a  year  to  Estonia  will  be 
paid  maybe  $300  a  month.  Essentially  all  of  the  staff  work  is  paid 
for  by  Government  funds.  The  travel  where  necessary  is  paid  by 
Federal  funds.  As  Sol  said,  you  get  on  the  ground  over  there  for 
workshops  and  so  forth.  In  most  countries  up  to  the  point  where 
they  achieve  privatization  they  are  able  to  take  care  of  on-the- 
ground  expenses  there. 

So  it  is  a  fairly  complicated  funding  formula,  Senator.  I  can  give 
you  those  figures,  but  our  overwhelming  hard  dollars  come  from 
Government  sources. 

Senator  Sarbanes.  Now,  the  Human  Rights  Watch  does  not  get 
government  money,  is  that  correct? 

Ms.  Burkhalter.  No,  we  take  no  Government  funds.  Would  you 
permit  me  one  comment  about  the  subject  on  the  table?  We  are  not 
operational  in  such  ways. 

I  have  no  comment  about  whether  there  should  be  a  central  au- 
thority in  the  AID  bureaucracy  to  oversee  such  programs,  but  I  do 
think  there  should  be  some  kind  of  standards  about  what  we  are 
doing  in  these  democracy  promotion  programs.  I  am  sure  my  fellow 
panelists  would  agree  that  first  of  all  the  standards  which  we  are 
trying  to  promote  should  not  be  Western  or  American  standards. 
They  should  be  international  standards. 

There  is,  as  you  know,  a  rich  body  of  international  law,  not  just 
the  international  torture  convention,  et  cetera,  but  things  like  U.N. 
standard  minimum  rules  for  the  treatment  of  prisoners  and  the 
rules  for  the  use  of  firearms,  and  a  whole  range  of  internationally 
negotiated  standards  that  if  enforced  by  governments  could  do  a  lot 
for  human  rights. 

The  United  States  in  our  private  efforts  and  in  our  publicly  fund- 
ed ones  does  not  need  to  reinvent  the  wheel,  and  in  many  areas 
of  the  world  "made  in  America"  is  not  going  to  sell.  I  can  promise 
you  in  large  parts  of  Asia  and  the  Middle  East,  I  cannot  speak  to 
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Eastern  Europe,  but  in  large  parts  of  Asia  and  the  Middle  East  the 
last  thing  either  governments  or  NGO's  on  the  ground  want  is 
Americans  coming  in  there  to  tell  them  how  to  democratize  like 
America. 

I  think  that  there  should  be  some  at  least  standard  setting,  if  not 
an  institutional  authority,  to  really  eyeball  some  of  these  programs. 

Another  thing  to  really  look  out  for  is  that  when  American 
groups  using  public  money  start  swamping  some  of  these  countries, 
particularly  in  the  less-developed  world,  if  we  do  not  try  to  create 
new  organizations  in  our  image.  There  was  rather  a  bad  experi- 
ence, for  example  with  AFL-CIO  funding  in  certain  countries  in 
Latin  America  where  unions  with  a  particular  political  agenda 
were  supported  lavishly  at  the  expense  of  unions  with  another 
agenda.  I  do  not  think  it  should  be  the  U.S.  taxpayers'  business 
what  kind  of  politics  labor  unions  they  have  in  El  Salvador. 

I  think  the  AFL-CIO  and  some  of  the  other  programs  are  getting 
away  from  that  somewhat,  particularly  in  the  event  of  the  end  of 
the  cold  war.  But  these  programs  ought  to  really  be  looked  at,  and 
it  is  very  important  that  we  do  not  try  to  buy  with  American  dol- 
lars and  substitute  for  the  kind  of  indigenous  grassroots  support 
that  is  really  critical  to  the  development  of  civil  society.  You  cannot 
buy  it,  you  cannot  teach  it  necessarily,  but  you  can  support  it.  And 
again,  there  is  no  substitute  for  a  human  rights  policy  that  leans 
on  governments  to  make  space  for  civil  society  to  exist. 

I  have  no  objection  to  any  of  the  programs  described  on  the  table 
here  in  Eastern  Europe,  but  there  have  been  some  strange  things 
in  the  past  and  I  would  just  appeal  that  Congress  keep  a  very  close 
eyeball  on  what  we  are  paying  for  and  to  be  sure  that,  again,  it 
does  not  swamp  local  autonomous  development  with  American  dol- 
lars, and  that  we  do  not  try  to  put  our  stamp  of  American,  political 
values  and  American  institutions  on  countries  that  have  every 
right  to  develop  a  civil  society  in  their  own  way. 

Senator  Sarbanes.  But  you  are  relating  that  civil  society  to 
international  standards,  I  take  it? 

Ms.  Burkhalter.  I  am  indeed. 

Senator  Sarbanes.  And  those  international  standards  essentially 
would  parallel  American  standards,  would  they  not? 

Ms.  Burkhalter.  For  example,  in  many  Federal  prisons  in  the 
United  States  and  State  prisons  we  do  not  begin  to  meet  the  U.N. 
minimum  standards  for  the  treatment  of  prisoners.  So  what  in  the 
world  are  we  going  around  the  world  trying  to  tell  other  countries 
how  to  treat  prisoners  when  we  treat  them  badly  ourselves? 

Now  in  fact  the  United  States  has  quite  a  good  human  rights 
record  in  many,  many,  many  areas,  but  I  think  what  sells  best 
internationally  is  not  an  American  concept  of  rights  but  a  universal 
concept  of  rights  to  which  all  governments  in  the  world  are  ac- 
countable. 

Senator  Sarbanes.  Well,  it  is  a  difficult  problem.  There  is  no 
great  clamor  to  spend  this  money,  and  if  the  expenditure  of  it  has 
problems,  one  alternative  is  not  to  spend  it.  I  would  just  make  that 
observation. 

Ms.  Burkhalter.  I  merely  propose  that  there  would  be  stand- 
ards set  and  oversight  conducted  on  the  issue. 

Senator  Sarbanes.  Senator  Feingold.       > 
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Senator  FEINGOLD.  Thank  you,  Mr.  Chairman.  I  would  just  ask 
a  couple  of  questions  if  I  might.  Do  you  think  AID  should  continue 
its  activities  as  a  contracting  organization?  If  not,  what  would  be 
the  best  way  for  you  to  work  with  the  U.S.  Government?  Does  any- 
body have  a  reaction  on  that? 

Mr.  Fishman.  If  I  may,  Senator,  we  strongly  support  the  continu- 
ation of  foreign  aid  through  USAID  as  a  contracting  organization, 
again  with  increased  emphasis  on  contracting  to  PVO's  and  NGO's 
and  the  promotion  of  their  ability  to  promote  civil  society,  local  or- 
ganizations, local  democratic  institutions,  within  the  given  society. 

Our  concern  based  on  our  experience  has  been  that  too  much  of 
that  assistance  in  the  past  has  been  official  assistance  from  our 
Government  to  a  host  government.  And  the  plan,  our  experience 
has  been  that  in  most  countries  there  are  pl&ns.  There  are  plans 
that  are  very  tensely  written,  that  are  imposed  upon  any  sort  of 
NGO  or  PVO  that  wishes  to  apply  for  Government  money  to  work 
in  these  countries.  Often  the  drafting  of  these  plans  is  not  an  open 
process,  so  it  is  hard  to  even  obtain  copies  of  them,  but  it  is  our 
experience  that — and  often  these  plans  require  the  approval  of  a 
host  government. 

So  you  have  a  situation,  for  example  in  Thailand  where  I  was 
from  1986-91,  after  the  military  coup  of  early  1991  it  was  the  new 
military  government  that  had  the  ability  to  approve  or  veto  assist- 
ance for  NGO's  and  PVO's,  human  rights  organizations  in  their 
country  that  was  coming  from  USAID  through  American  NGO's  or 
directly.  That  kind  of  process  is  the  process  that  we  have  a  lot  of 
concern  with  and  that  we  think  needs  some  major  change. 

Senator  Feingold.  So  reform  of  that  process,  but  not  eliminate 
the  actual  contracting? 

Mr.  Fishman.  Yes. 

Senator  Feingold.  Does  anyone  else  have  a  reaction  to  that? 

Mr.  D'Alemberte.  I  agree.  I  think  USAID,  difficult  as  they  can 
be  at  times,  at  least  have  had  the  experience  of  running  contracts. 
For  a  brief  period  of  time  there  was  some  rule  of  law  money  over 
in  the  Department  of  State  that  was  apparently  not  going  to  be  ad- 
ministered by  USAID,  and  it  turned  out  to  be  an  awful  experience 
for  us  because  no  one  could  quite  figure  out  how  you  went  about 
developing  a  contract.  USAID  at  least  has  that  experience,  and  of 
course  USIA  also  has  good  experience  and  with  less  money.  But  we 
have  had  overall  really  very  extended  dealings  with  them. 

Ambassador  Polansky.  Senator,  I  think  our  experience  is  essen- 
tially the  same.  We  started  out  as  a  new  organization  without  any 
track  record,  and  I  think  AID  was  fairly  objective  in  what  they 
thought  we  could  do  and  fairly  forthcoming  in  that  whole  approach. 
I  would  just  suggest  that,  again,  I  think  for  AID  Eastern  Europe 
and  the  former  Soviet  Union  are  new  areas  for  them,  so  in  part  it 
is  a  learning  process  on  how  to  operate  in  that  region. 

From  our  very  own  experience  I  think  from  a  practical  stand- 
point we  would  like  a  little  more  flexibility  on  what  sort  of  dead- 
lines they  put  on  us  in  terms  of  sending  people,  when  we  have  to 
notify  them,  that  kind  of  activity.  We  also  have  a  series  of  reports 
that  we  have  to  file  on  our  activities  which,  I  have  to  tell  you  quite 
candidly  I  do  not  know  whether  those  are  instructions  that  some- 
how are  in  the  foreign  aid  bill,  but  I  am  not  always  certain  that 
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those  reports  are  necessary  or  read  with  the  degree  of  frequency 
that  we  have  to  submit  them.  But  apart  from  that  kind  of  practical 
problem  so  far  we  have  had  no  great  problems  with  AID. 

Senator  Feingold.  Thank  you  to  all  of  you.  Let  me  pick  on  some- 
thing a  little  different  now.  Another  issue  that  is  not  directly  relat- 
ed to  foreign  aid  but  is  to  international  broadcasting,  in  that  con- 
text we  are  looking  at  some  proposals.  The  question  of  independ- 
ence of  an  agency  has  come  up,  to  what  extent  a  government-fund- 
ed entity  should  be  independent  of  government  control  and  policy. 
It  seems  to  me  the  same  kind  of  issues  come  up  here.  My  under- 
standing is  under  U.S.  law  a  PVO  must  obtain  at  least  20  percent 
of  their  total  annual  funding  for  international  activities  from 
sources  other  than  the  U.S.  Government  for  the  stated  purpose  of 
maintaining  PVO  independence  from  the  Government. 

I  guess  tor  any  of  you,  what  do  you  think  is  the  importance  of 
this  independence  and  the  perception  of  the  independence  in  for- 
eign assistance  programs?  Give  me  a  sense  of  just  how  important 
you  think  that  is. 

Mr.  D'Alemberte.  My  answer  would  be  again  it  is  closely  con- 
nected with  the  agenda  question  and  who  sets  the  agenda.  If  we 
show  up  where  they  think  the  agenda  has  been  set  by  the  U.S. 
Government  and  that  their  laws  are  going  to  be  Americanized,  we 
are  not  accepted.  Indeed  when  we  first  show  up  on  the  ground  any 
place  it  takes  us  a  while  to  convince  people  that  that  is  not  our 
purpose. 

Senator  Feingold.  Should  it  be  higher  than  the  20  percent? 
Should  it  be  50  percent? 

Mr.  D'Alemberte.  Honestly,  Senator,  I  do  not  have  the  overview 
to  give  you  the  answer  to  that  question.  I  do  think  our  role  will  be 
severely  compromised  without  having  independence. 

[Mr.  Fishman  nods  affirmatively.] 

Senator  Feingold.  Now  I  would  move  on  to  just  a  quick  question 
for  Ms.  Burkhalter  on  security  assistance.  I  was  not  here,  but  I  un- 
derstand you  addressed  the  issue  of  linking  some  security  assist- 
ance to  human  rights.  I  think  your  suggestions  are  very  well  taken. 
As  I  am  examining  the  issue  of  security  assistance  I  wonder  if  you 
can  give  me,  help  me  articulate  a  little  bit  where  security  assist- 
ance you  think  is  still  needed. 

Ms.  Burkhalter.  Since  we  are  not  an  organization  that  takes 
positions  on  strategic  matters  I  do  not  have  an  opinion  on  where 
security  assistance  is  needed.  I  do  have  an  opinion  on  humani- 
tarian intervention  as  it  relates  to  human  rights,  but  that  is  really 
the  only  matter  on  which  I  can  take  a  positive  position,  and  I  do 
not  think  that  is  what  you  are  asking. 

There  are  plenty  of  advocates  within  the  administration,  for  ex- 
ample, that  can  give  you  perfectly  respectable  justification  for  secu- 
rity assistance  which  exists. 

Senator  Sarbanes.  Within  and  without  the  administration,  I 
might  add. 

Ms.  Burkhalter.  Indeed.  [Laughter.] 

My  job  as  a  human  rights  activist  is  to  point  to  those  places 
where  human  rights  conditions  are  either  overridden  or  ignored  in 
the  pursuit  of  a  security  assistance  relationship,  which  we  think  is 
bad  policy.  Frankly  it  is  bad  security  policy  and  it  is  also  bad 
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human  rights  policy.  There  will  be  some  places,  we  understand, 
where  human  rights  conditions  are  overridden,  where  human 
rights  matters  are  set  aside.  What  we  would  like  to  see  required 
of  the  administration  in  such  cases — let  us  give  a  hypothetical  ex- 
ample. 

I  do  not  see  any  possibility  that  the  United  States  is  going  to  cut 
off  aid  to  Egypt.  It  is  a  very  important  part  of  our  whole  strategic 
picture.  It  is  none  of  my  business,  you  know,  the  security  side. 
Human  rights  are  our  business,  however,  and  human  rights  in 
Egypt  are  deteriorating  rather  dramatically.  I  do  not  expect  to  see 
the  United  States  cut  off  aid  to  Egypt  even  though  existing  human 
rights  law  says  we  should  if  they  cannot  meet  the  standard  in  law 
and  stop  the  torture  that  goes  on  every  day.  But  if  Egypt  does  not 
come  up  to  the  mark  then  the  administration  should  come  forward 
publicly  and  tell  the  U.S.  public  and  the  U.S.  Congress  what  are 
the  overriding  security  considerations  and  what  else  the  United 
States  is  going  to  do  to  try  to  bring  our  Egyptian  allies  along  on 
human  rignts  matters. 

In  much  of  the  areas  of  the  world,  and  particularly  the  areas 
where  we  have  very  large  assistance  recipients,  Turkey,  the  occu- 
pied territories,  the  Israeli  occupied  territories,  Egypt,  we  tend  to 
be  absolutely  silent  on  the  question  of  human  rights.  If  they  want 
to  give  security  assistance  and  waive  human  rights  consideration 
it  is  all  right  to  do  so,  the  law  permits  it,  but  I  do  think  they 
should  come  forward  and  say  then  how  are  we  going  to  use  these 
close  ties  to  try  to  promote  human  rights.  What  are  the  Egyptians 
or  the  Israelis  or  the  Tunisians  or  the  Turks  or  others  doing  to  take 
steps  to  end  torture  in  prisons,  and  if  not,  why  not? 

Senator  Feingold.  I  think  that  is  a  very  excellent  and  timely  an- 
swer because  just  an  hour  ago  I  was  meeting  with  some  Egyptian 
military  officials,  asking  them  about  what  they  were  going  to  do 
about  Islamic  fundamentalism.  One  of  them  turned  to  me  and  said 
it  is  not  particularly  helpful  that  people  criticize  us  on  human 
rights.  But  your  answer  is  a  good  one.  If  we  are  going  to,  say  for 
reasons  of  security  or  other  reasons  that  we  must  do  something  dif- 
ferently, perhaps  we  should  be  open  about  it  and  articulate  why  it 
is  that  we  would  deviate  from  these  basic  human  rights  standards 
that  all  of  us  believe  in. 

Mr.  Chairman,  I  do  not  want  to  take  too  much  time.  I  do  have 
another  question. 

Senator  Sarbanes.  I  do  think  on  this  latter  point  that  if  we  take 
that  approach  it  will  arise  in  most  instances  in  which  we  are  pro- 
viding foreign  assistance,  not  all,  but  most.  I  think  whether  it  is 
falling  off  of  U.S.  standards  or  international  standards,  there  is 
enough  of  it  going  on  that  these  kinds  of  questions  would  arise  in 
most  instances  in  which  we  are  providing  foreign  assistance. 

Ms.  Burkhalter.  Well,  then,  instead  of  simply  giving  it  and  ig- 
noring human  rights  law,  which  is  the  situation  now,  where  we 
have  a  law  on  the  books,  the  Harkin  amendment  which  says  no  aid 
goes  to  consistent  abusers  of  human  rights,  instead  of  pretending 
the  law  of  the  land  does  not  exist 

Senator  Sarbanes.  That  is  a  different  standard.  The  certification 
standard,  though,  would  be  a  higher  substantive  standard  by  the 
very  nature  of  having  to  make  the  certification. 
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Ms.  BURKHALTER.  It  is  true. 

Senator  Sarbanes.  So  that  a  level  of  conduct  that  would  not  lead 
or  ought  not  lead  under  the  existing  law  to  saying  a  gross  pattern 
of  violation  is  occurring  might  well  lead  to  difficulties  over  certifi- 
cation because  you  would  not  be  able  to  certify  that  the  human 
rights  practices  were  acceptable. 

Ms.  Burkhalter.  But  under  my  strategy  it  does  not  necessarily 
mean  an  elimination  of  the  aid.  If  you  go  through  the  sort  of  gim- 
mick that  I  proposed,  if  they  cannot  certify  that  the  governments 
are  taking  these  minimal  steps  the  aid  does  not  automatically  end. 
It  simply  gets  put  on  some  kind  of  a  notification  process  so  that 
they  have  to  come  up  and  talk  to  you  before  each  tranche  of  aid 
goes  forward.  And  you  are  going  to  let  some  of  it  go,  and  some  of 
it  not. 

Senator  Sarbanes.  That  means  we  would  have  a  major  issue  on 
aid  with  respect  to  virtually  every  country. 

Ms.  Burkhalter.  I  am  not  quite  sure  I  agree  that  there  are  so 
many  military  aid  recipients. 

Senator  Sarbanes.  You  just  gave  me  Turkey,  Israel,  Egypt,  Tu- 
nisia, India,  I  am  now  quoting  your  previous  answer.  Bangladesh, 
a  number  of  the  African  countries,  I  would  assume. 

Ms.  Burkhalter.  In  fact  we  have  very  little  military  aid  going 
into  Africa. 

Senator  Sarbanes.  Are  you  doing  it  only  on  military  aid? 

Ms.  Burkhalter.  Let  us  talk  about  security  assistance. 

Senator  Sarbanes.  As  I  understood  your  statement  it  was  any 
aid. 

Ms.  Burkhalter.  Well,  any  aid  except  nonhumanitarian  assist- 
ance, meaning  government-to-government  aid. 

Senator  Sarbanes.  So  it  would  be  economic  aid  too? 

Ms.  Burkhalter.  It  could  also  be  economic  aid,  but  you  could  let 
that  go  forward  if  you  decide  they  are  a  deserving  country  even  if 
they  are  torturing  people.  [Laughter.] 

Senator  Sarbanes.  I  understand  that.  All  I  want  is  to  make  sure 
what  it  is  you  are  proposing  we  do  so  that  I  have  a  full  understand- 
ing of  the  reach  of  it.  Concerning  your  certification  proposal,  I  take 
it  there  are  very  few  countries  that  get  military  or  economic  aid  to 
whom  the  certification  could  simply  be  given.  Is  that  not  the  case? 

Ms.  Burkhalter.  That  they  meet  all  of  the  conditions?  I  do  not 
have  the  list  of  them  because  the  administration's  material  is  so  in- 
complete. 

Senator  Sarbanes.  Well,  take  last  year's  list. 

Ms.  Burkhalter.  I  am  not  looking  at  it. 

Senator  Sarbanes.  I  mean  from  past  experience.  For  example, 
Algeria. 

Ms.  Burkhalter.  Well,  Algeria  is  a  disaster.  No,  it  cannot  meet 
it. 

Senator  Sarbanes.  Bahrain,  Egypt,  Jordan,  Lebanon,  Morocco, 
Oman,  Tunisia.  Could  you  give  your  certification  to  any  one  of 
those,  easily? 

Ms.  Burkhalter.  Not  easily.  Some  of  those  countries  are  meet- 
ing some  of  the  conditions  I  described.  However  the  idea  behind  my 
proposal  is  to  try  to  persuade  them  to  meet  the  rest  of  the  condi- 
tions. They  are  not  impossible  conditions  to  meet.  It  is  not  impos- 


119 

sible  to  say  yes,  the  international  community  can  come  in  here  and 
look  at  prisoners.  It  is  not  impossible  to  say  we  are  going  to  pros- 
ecute a  policeman  who  is  known  to  be  a  rapist  and  a  torturer. 

Senator  Sarbanes.  OK  Ambassador  Polansky,  let  me  put  one 
last  question  to  you.  Do  you  think  our  Embassies  in  Eastern  Eu- 
rope— I  know  they  have  human  rights  officers — do  you  think  they 
ought  to  have  an  officer  who  is  the  Embassy  coordinator,  Embassy 
liaison  with  all  of  the  different  groups  that  are  coming  in  to  provide 
these  various  programs.  Particularly  in  Eastern  Europe  and  the 
former  Soviet  Union,  is  there  enough  of  it  going  on  that  we  need 
some  sort  of  contact  person  specifically  charged  in  the  Embassy 
with  being  the  point  person  for  all  of  this? 

Ambassador  Polansky.  Well,  I  think,  Mr.  Chairman,  in  some  re- 
spects that  does  happen.  It  has  been  several  years  since  I  have 
really  delved  into  it  closely,  but  certainly  the  AID  missions  in  each 
one  of  the  countries  of  Eastern  Europe  have  that  as  a  focus,  and 
I  am  sure  they  coordinate  with  the  political  and  economic  sections 
of  the  Embassies.  At  least  we  in  our  own  case,  whenever  we  travel 
to  Eastern  Europe  and  we  are  responding  to  a  request  from  AID, 
we  in  effect  let  the  AID  people  know  that  we  are  coming  and  try 
to  have  at  least  in  principle  a  meeting  with  them  when  we  arrive 
and  when  we  leave. 

Senator  Sarbanes.  So  you  would  perceive  the  head  AID  person 
in  those  countries  as,  in  effect,  currently  performing  this  function, 
is  that  right? 

Ambassador  Polansky.  That  is  correct.  I  suspect,  however,  that 
if  they  spend  all  of  their  time  meeting  and  talking  with  organiza- 
tions such  as  ours  or  volunteers  who  represent  our  organizations, 
they  are  not  going  to  have  time  to  do  much  else.  So  I  think  there 
has  to  be  some  kind  of  effort  to  stay  in  touch  with  them,  but  at 
the  same  time  to  leave  them  free  to  try  to  have  an  overview  of 
what  is  happening  and  maintain  close  relations  with  appropriate 
ministries  and  institutions  that  are  also  the  recipients  of  what  we 
are  trying  to  do. 

I  would  just  like,  if  I  can,  since  you  have  asked  me  to  comment, 
to  say  that  I  really  do  believe  that  in  virtually  all  of  the  cases  in 
Eastern  Europe  and  the  former  Soviet  Union  there  is  no  American 
organization  that  is  ramming  anything  down  the  throat  of  any  local 
organization.  We  operate  in  response  to  requests  for  assistance, 
and  work  it  out. 

I  am  sort  of  rambling  now,  but  I  do  not  think  that  is  a  major 
problem  in  terms  of  forcing  on  Eastern  Europeans  something  they 
do  not  want  from  the  United  States.  It  just  does  not  work  that  way 
as  far  as  I  can  tell. 

Senator  Sarbanes.  We  thank  this  panel  very  much.  You  have 
been  very  helpful.  We  appreciate  your  testimony. 

I  would  ask  the  next  panel  to  come  forward  and  take  their  places 
at  the  table.  Today's  second  panel  will  focus  more  on  issues  of  sus- 
tainable development  and  humanitarian  relief.  I  also  hope  we  can 
get  into  some  discussion  of  specific  issues  within  the  broader  topics 
of  development  assistance  such  as  privatization  projects,  environ- 
mental concerns,  programs  for  refugees,  new  directions  and  popu- 
lation assistance,  and  the  special  role  of  women  in  development. 
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Our  panel  consists  of  Julia  Taft,  the  new  president  of  the  Amer- 
ican Council  for  Voluntary  International  Action,  also  known  as 
InterAction;  John  Swenson,  who  serves  as  acting  executive  director 
of  Catholic  Relief  Services;  Thomas  Carroll,  president  and  CEO  of 
the  International  Executive  Service  Corps;  Robert  DeVecchi,  presi- 
dent of  the  International  Rescue  Committee;  and  Werner  Fornos, 
president  of  the  Population  Institute. 

Before  I  turn  to  the  panel  I  think  the  Chairman  wished  to  make 
a  statement. 

The  Chairman.  Thank  you  very,  very  much  indeed,  Mr.  Chair- 
man. I  just  want  to  acknowledge  the  presence  here  and  to  intro- 
duce Bob  DeVecchi.  I  was  and  nave  been  a  director  for  35  or  40 
years  of  the  IRC  and  a  former  vice  president.  I  laud  the  work  that 
he  does  and  particularly  like  his  philosophy  that  when  it  comes  to 
aid  they  seek  out  intellectuals  and  find  them,  tools  of  their  trade, 
whether  it  is  typewriter,  violin,  or  something  of  that  sort,  and  I 
think  that  emphasis  is  unique  for  the  IRC  and  it  should  be  encour- 
aged. 

I  would  also  say  that  once  many  years  ago  I  introduced  a  resolu- 
tion abolishing  aid  because  I  felt  that  would  force  the  work  upon 
the  voluntary  agencies,  and  we  do  not  think  enough  about  asking 
the  voluntary  agencies  to  take  the  work  over  from  AID.  When  I 
was  working  in  this  area  we  did  it  for  about  half  of  the  price  the 
Government  paid  for  each  person  and  this  will  be,  I  would  think 
it  would  create  as  well  an  important  thing,  a  constituency,  which 
AID  lacks  now.  As  the  chairman  well  knows,  there  is  not  much  of 
a  constituency  in  the  United  States,  but  if  aid  does  come  in  mainly 
from  the  voluntary  agencies  and  they  build  up  their  own  constitu- 
encies I  have  felt  that  we  should  do  all  we  can  to  encourage  more 
actual  work  in  the  field  to  be  done  by  the  voluntary  agencies  and 
less  done  by  the  AID  program. 

I  would  like  to  stay  here  for  the  whole  hearing,  and  particularly 
for  Bob  DeVecchi. 

Senator  Sarbanes.  Thank  you  very  much,  Mr.  Chairman.  Julia, 
we  will  start  with  you  and  we  will  move  across  the  table.  It  is  nice 
to  see  you  again.  We  welcome  you  before  the  committee. 

STATEMENT  OF  JULIA  TAFT,  PRESIDENT,  INTERACTION, 

WASHINGTON,  DC 

Ms.  Taft.  Thank  you,  Mr.  Chairman.  It  is  nice  to  be  back  again. 
I  think  the  last  time  I  was  before  you  was  when  I  was  the  Director 
of  the  Office  of  Foreign  Disaster  Assistance  at  AID.  I  am  glad  in 
my  new  position  to  announce  that  InterAction  is  not  a  disaster,  it 
is  a  wonderful  organization  with  a  very  broad-based  membership 
doing  much  of  the  things  that  we  think  this  committee  is  excited 
about. 

Our  membership  includes  152  U.S.-based  private  humanitarian 
agencies  that  work  in  180  countries.  The  central  focus  of  the  work 
is  to  alleviate  human  suffering  and  to  work  at  the  grassroots  level 
to  promote  local  participation  in  the  designing  and  managing  of 
programs  to  assist  the  poor. 

In  response  to  your  question  about  how  much  Federal  funding 
the  various  programs  get,  within  our  member  agencies  there  is 
about  $600  million  which  comes  from  the  Federal  Government,  half 
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of  which  is  through  commodities  and  the  Public  Law  480  program, 
but  most  of  the  resources  come  from  the  American  people;  $1.5  bil- 
lion that  is  donated  to  our  member  agencies  we  believe  is  real  testi- 
mony to  the  fact  that  there  is  a  constituency  for  foreign  humani- 
tarian and  development  assistance.  Support  for  the  kind  of  people- 
to-people  approach  that  our  organizations  have  in  the  field  and 
with  their  local  counterparts  we  think  is  reflected  in  the  high  level 
of  commitment  that  we  get  in  donations  from  the  American  public. 

In  the  previous  panel  there  was  some  discussion  about  standards 
and  coordination  and  cooperation.  I  did  not  include  this  in  the  tes- 
timony which  is  submitted  for  the  record,  but  I  think  at  this  point 
it  is  important  to  point  out  that  in  fact  there  can  be  a  lot  of  confu- 
sion in  the  field  when  a  lot  of  organizations  descend  on  the  same 
scarce  local  resources  and  try  to  be  relevant.  We  found  this  particu- 
larly true  in  the  disaster  field. 

InterAction  has  taken  a  very  forward  looking  role  in  this  because 
one  thing  we  have  developed  through  the  membership  is  PVO 
standards  on  how  they  are  going  to  do  their  fundraising,  establish 
their  private  contributions,  the  ethics  they  have  for  managing  their 
programs.  We  now  have  common  standards  for  all  152  organiza- 
tions where  we  can  go  back  to  the  American  people  and  say  the 
network  that  is  reflected  in  our  coalition  meet  all  acceptable  stand- 
ards of  accountability  and  good  public  trust.  I  think  that  is  very 
good,  and  of  course  we  will  welcome  more  organizations  during  my 
tenure  to  join  us.  There  are  standards  there. 

In  addition,  there  is  a  whole  network  of  coordination  initiatives 
which  are  done  not  only  in  Washington  and  New  York  on  program 
initiatives,  but  there  also  is  a  great  deal  of  collaboration  in  the 
field.  There  are  mechanisms  particularly  in  the  disaster  relief  com- 
ponents, but  collaboration  is  developing  more  and  more  in  the  sus- 
tainable development  arena  because,  in  fact,  we  cannot  design  and 
develop  programs  without  dealing  with  the  local  counterparts  who 
are  the  integrators  of  the  various  services  and  programs. 

You  asked  us  whether  we  had  any  concerns  that  we  should  ex- 
press at  this  time  with  regard  to  our  relationship  with  the  Agency 
tor  International  Development  and  the  AID  portfolio.  We  have 
great  concerns  over  where  AID  has  been.  It  is  widely  recognized 
that  AID  is  saddled  with  many  conflicting  and  competing  mandates 
that  really  need  to  be  streamlined. 

The  topic  of  this  session  here  is  on  sustainable  development.  We 
feel  very  strongly  that  sustainable  development  is  the  appropriate 
role  for  AID.  It  is  going  to  be  very  difficult  for  them  to  keep  the 
focus  if  they  continue  to  be  saddled  with  the  kinds  of  competing 
mandates  that  they  currently  have. 

Within  InterAction  and  some  of  our  members  there  is  a  new  ini- 
tiative called  many  neighbors,  One  Earth  Campaign,  which  is  de- 
veloping a  concept  and  a  campaign  around  sustainable  develop- 
ment. I  commend  this  campaign  to  you  for  your  consideration  and 
support.  We  have  material  that  we  will  share  with  you  with  regard 
to  that. 

Now,  in  terms  of  the  effectiveness  of  the  NGO's,  the  NGO's  who 
are  the  private  voluntary  agencies  which  we  represent,  are  not  the 
solution  to  foreign  assistance.  But  they  are  the  key  to  local  partici- 
pation and  local  empowerment.  We  believe  that  the  structures  that 
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are  established  with  private  agencies  working  with  counterparts  in 
host  countries,  working  with  women's  groups,  working  with  peas- 
ant associations  in  the  design  and  development  of  programs  that 
they  want  to  manage  for  themselves  is  really  what  development  is 
all  about. 

The  model  that  AID  has  used  primarily  for  this  has  been  the  De- 
velopment Fund  for  Africa.  In  concept  it  is  a  wonderful  statute.  We 
feel  there  have  been  major  problems  in  the  implementation  of  that 
statute,  and  we  will  be  looking  forward  to  working  with  the  new 
AID  leadership  in  improving  it  through  improving  the  grassroots 
consultation  process. 

We  know  that  to  attack  poverty  one  must  grapple  with  govern- 
mental degradation,  environmental  degradation,  access  to  credit, 
family  size,  health,  women's  empowerment,  and  even  trade  and  in- 
vestment policies,  but  none  of  these  problems  can  be  solved  sepa- 
rately. We  believe  that  the  partnership  that  we  are  developing  at 
the  local  level  in  host  countries  will  build  the  kind  of  civil  society 
and  the  sustainable  environment  to  help  development  work. 

We  have  had  some  real  successes  as  a  community  in  working 
with  AID.  I  think  that  the  Office  of  Foreign  Disaster  Assistance 
stands  as  a  particularly  good  example.  Part  of  that  is  because  of 
the  great  flexibility  that  the  Congress  has  granted  the  authority  for 
OFDA  to  move  quickly  and  to  define  urgent  disasters  and  to  be 
able  to  move  efficiently  in  developing  responses,  including  working 
with  the  PVO's. 

We  also  have  had  a  good  relationship  with  the  Office  of  Private 
Voluntary  Cooperation  with  AID,  particularly  in  the  matching 
grants  program.  The  matching  grants  programs,  which  is  for  pri- 
vate and  voluntary  agencies,  really  does  develop  a  partnership  with 
the  private  sector  and  the  Federal  sector  because  the  grants  are 
usually  matched  1  to  3  times  over.  So  the  grant  an  agency  would 
get  from  AID,  has  to  be  matched  at  a  substantial  basis,  which  I 
think  helps  stretch  limited  AID  dollars  and  promotes  effective  pro- 
gramming. In  my  testimony  there  are  some  examples  of  how  this 
program  works. 

Another  area  of  concern  and  great  interest  is  in  microenterprise 
credit  promotion,  which  is  designed  to  provide  small  loans  to  poor 
people  who  have  no  other  access  to  credit.  This  is  getting  money 
down  to  the  local  level,  to  people  who  are  really  trying  to  develop 
small  businesses  for  themselves  and  their  community.  It  is  getting 
credit  to  people  who  would  not  otherwise  be  eligible  for  credit. 
Through  trie  PVO  structures  the  money  can  get  to  the  grassroots 
for  loans  as  small  as  $50.  This  is  the  kind  of  thing  you  cannot  real- 
ly do  if  you  are  trying  to  run  a  major  countrywide  program. 

As  a  matter  of  fact,  one  of  the  citations  in  the  testimony  illus- 
trates the  importance  of  distribution  systems  at  the  local  level.  It 
describes  the  microenterprise  program  that  AID  funds  out  of  its 
own  central  authority.  In  1991,  67,000  loans  were  made  out  of  that 
AID  program.  In  the  same  timeframe,  one  of  our  member  agencies 
alone  in  El  Salvador  was  able  to  make  120,000  loans  of  an  average 
size  of  $97  with  80  percent  of  its  portfolio  dedicated  to  women.  So 
again,  it  is  the  multiplier  effect  you  get  by  not  being  encumbered 
with  so  many  difficult  structures  and  hierarchies,  and  you  are 
reaching  women — the  developing  world's  producers  and  caregivers. 
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We  hope  that  the  new  AID  legislation  will  emphasize  a  fund  for 
microenterprise.  There  are  lots  of  reasons  the  regional  bureaus  and 
AID  field  missions  do  not  like  microenterprises.  There  is  a  lot  of 
bookkeeping  and  there  are  a  lot  of  small  grants/loans  which  must 
be  tracked.  We  think  it  ought  to  be  done  perhaps  out  of  a  centrally 
funded  component  within  AID. 

I  want  to  just  mention  a  couple  of  other  problems  that  we  have 
with  AID,  which  all  of  our  members  suffer  from,  and  which  have 
to  do  with  the  suffocating  procedures  for  auditing  and  accountabil- 
ity. As  I  mentioned  at  the  outset,  all  of  our  agencies  have  internal 
accounting,  audited  books.  Programs  are  accounted  for  within  the 
normal  practices  and  standards  of  accountability.  But  there  is  a 
process  called  the  A-133  that  the  Office  of  Management  and  Budg- 
et imposes  on  most  grants,  on  all  funding  above  $25,000,  which  is 
so  cumbersome  and  so  detailed  that,  in  fact,  to  comply  with  this  ex- 
traordinary reporting,  it  can  cost  more  for  local  counterpart  agen- 
cies to  audit  than  the  value  of  the  grant.  This  is  absolutely  ludi- 
crous. 

We  need  to  address  how  we  might  be  more  innovative  in  ap- 
proaching financial  accountability  but  with  some  sense  of  reason- 
ableness. 

These  are  the  sorts  of  things  that  are  the  nuts  and  bolts  of  AID 
programming.  It  is  not  the  vision  of  the  agency,  but  in  fact,  it  is 
what  impedes  the  ability  to  expand  more  PVO  program  participa- 
tion. 

I  would  just  like  to  close  with  one  concept  which  I  find  particu- 
larly exciting.  Our  society  used  to  be  much  less  complicated,  but  we 
have  gotten  very  "high  tech"  in  the  United  States  and  perhaps 
have  lost  touch  with  how  programs  can  be  appropriate  at  a  commu- 
nity-based level.  What  we  are  learning  from  our  programs  overseas 
that  the  private  voluntary  agencies  are  engaged  in  is  that  there  are 
many  community-based  models  of  involvement  in  civil 
empowerment,  development,  and  health  care  provision  which  are 
low  cost,  low  tech,  community  supported  and  involved,  and  very 
successful. 

Included  in  my  testimony  are  some  of  the  microbusiness  initia- 
tives, for  instance,  which  now  are  being  called  the  Third  World  de- 
velopment technique  for  more  than  three  decades  which  is  perhaps 
the  hottest  antipoverty  strategy  in  the  United  States  today.  How 
do  you  get  small  credit  microenterprise  in  the  United  States  with- 
out a  $25,000  Small  Business  Administration  loan?  Now,  there  are 
lots  of  ways  to  do  it.  We  have  done  it  in  the  Third  World.  The  same 
techniques  are  being  applied  in  some  U.S.  communities.  Whether 
one  talks  about  immunization  programs  with  target  populations 
overseas  or  child  survival  programs,  there  are  innovative  and  effec- 
tive approaches  which  are  appropriate  and  relevant  to  problems  in 
our  own  country. 

We  look  forward  to  building  a  better  understanding  of  that  rela- 
tionship because  we  do  not  believe  that  there  is  any  veracity  to  this 
isolationism  or  the  concept  that  we  are  not  inextricably  linked  to 
people  in  other  countries.  We  are  linked.  We  are  enriched  by  that 
linkage.  We  in  the  voluntary  sector  are  emboldened  by  that  be- 
cause we  see  it  all  the  time. 
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We  look  forward  to  working  with  you,  sir,  and  this  committee 
and  the  new  administration  to  try  to  make  that  a  reality. 
[The  prepared  statement  of  Ms.  Taft  follows:] 

Prepared  Statement  of  Ms.  Taft 

Chairman  Sarbanes,  members  of  the  subcommittee,  I  am  Julia  Taft,  President 
and  CEO  of  InterAction.  This  is  my  first  opportunity  to  testify  on  behalf  of  Inter- 
Action,  which  I  joined  3  weeks  ago. 

InterAction  exists  to  help  promote  and  enhance  the  effectiveness  of  private  hu- 
manitarian efforts.  Our  membership  includes  152  U.S.-based  private  humanitarian 
organizations  that  work  in  180  countries.  The  central  focus  of  our  members'  work 
is  to  alleviate  human  suffering  and  work  at  the  grassroots  level  to  promote  local 
participation  in  designing  and  managing  programs  to  assist  the  poor.  Our  agencies 
handle  over  $600  million  of  government  funding  (about  half  of  which  is  in  the  form 
of  commodities.) 

However,  most  of  our  resources  come  from  the  American  people.  Private  donations 
of  more  than  $1.5  billion  annually  is  testimony  to  the  fact  that  our  humanitarian 
work  is  enthusiastically  supported  by  U.S.  citizens.  InterAction  represents  the  diver- 
sity of  the  American  people — and  their  commitment  to  working  hand  in  hand  with 
people  throughout  the  world. 

InterAction  members  are  involved  in  disaster  relief,  refugee  protection,  assistance 
and  resettlement,  long-term  sustainable  development,  development  education,  public 
policy  and  advocacy.  There  are  organizations  that  concentrate  on  agricultural  out- 
reach programs,  rural  development,  health  care  reform,  and  environmental  advo- 
cacy. There  are  organizations  with  vast  experience  in  delivering  relief  supplies  and 
promoting  development  through  the  use  of  U.S.  PL  480  food  resources. 

We  are  called  Private  Voluntary  Organizations  or  PVO's.  Whenever  possible,  we 
work  with  local  non-governmental  organizations  (NGO's)  in  developing  countries  to 
provide  a  sustainable  means  for  long  term  development. 

AID  AND  SUSTAINABLE  DEVELOPMENT 

InterAction  shares  this  committee's  concerns  over  the  state  of  U.S.  foreign  assist- 
ance efforts.  It  is  widely  recognized  that  the  United  States  Agency  for  International 
Development  (ADD)  is  saddled  with  conflicting  and  competitive  mandates  that  must 
be  streamlined  if  AID  is  to  be  an  effective  development  agency. 

As  ADDpartners,  the  PVO  community  welcomes  attempts  by  the  Clinton  team  to 
repair  ADJ.  Strong  measures  need  to  be  taken  so  that  AID  can  focus  its  mission 
and  become  the  leader  that  the  United  States  long  term  development  agency  should 
be. 

It  is  our  belief  that  AID  should  have  as  its  central  focus  the  promotion  of  sustain- 
able development.  InterAction  has  outlined  an  integrated  strategy  to  accomplish  this 
which  is  included  in  our  issues  paper  entitled,  *iSteps  to  Revitalize  U.S.  Foreign 
Aid."  I  would  like  to  submit  this  issue  paper  for  the  record. 

For  several  months,  InterAction  has  been  working  with  Bread  for  the  World,  nu- 
merous other  environmental  and  development  groups,  and  leading  members  of  Con- 
gress to  advocate  that  the  U.S.  take  a  leading  role  in  promoting  sustainable  develop- 
ment. We  call  this  effort  the  Many  Neighbors,  One  Earth  campaign.  A  Many 
Neighbors,  One  Earth  Congressional  resolution  was  introduced  in  the  House  last 
week  and  will  be  introduced  in  the  Senate  today  by  Senators  Simon  and  Jeffords. 

A  model  for  ATD's  new  approach  for  getting  to  the  grassroots  is  the  Development 
Fund  for  Africa.  If  implemented  according  to  the  letter  and  spirit  of  the  law,  the 
DFA  could  represent  a  dynamic  aid  program  that  could  involve  the  poor  themselves 
in  the  design  and  implementation  of  development  programs  in  sub-Saharan  Africa. 
The  DFA  requires  AID  to  consult  and  participate  with  local  NGO's,  women's  groups, 

Seasant  associations,  and  other  grassroots  groups  in  the  initial  stages  of  program 
esign  so  as  to  develop  programs  which  are  most  responsive  to  the  needs  oi  the 
{ioor.  Unfortunately,  AID  has  failed  to  meet  the  requirements  of  the  DFA  statute. 
nterAction  has  monitored  ADD's  performance  and  we  stand  ready  to  assist  the 
Agency  in  improving  its  record.  Let  me  add  that  we  strongly  support  the  current 
$800  million  funding  level  for  the  DFA,  and  while  we  support  additional  aid  to  Rus- 
sia, we  do  not  think  it  should  come  at  the  expense  of  the  world's  poorest  nations. 
Over  the  years,  PVO's  and  non-governmental  organizations  (NGO's)  have  strug- 
gled to  find  ways  to  alleviate  poverty  in  many  different  cultural  contexts.  What  we 
have  found  is  that  in  order  to  attack  poverty,  one  must  grapple  with  environmental 
degradation,  access  to  credit,  family  size,  health,  women's  empowerment,  even  inter- 
national trade  and  investment  policies.  The  PVO  community  nas  experienced  at  the 
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local  level  the  link  between  human  development  issues  and  global  issues  such  as 
population  and  environment.  These  problems  cannot  be  solved  separately.  We  are 
involved  in  promoting  the  integration  of  these  issues  at  the  program  and  policy 
levels. 

PVO  PARTICIPATION 

PVO's  and  local  NGO's  function  in  partnership  to  promote  community  develop- 
ment in  host  countries,  and  help  to  build  civil  society  that  will  endure.  By  their  very 
nature,  NGO's  and  PVO's  are  people-to-people  oriented  organizations  and  provide  a 
tangible  alternative  to  centralized  government  decision-making  in  a  wide  range  of 
fields.  NGO's  are  used  to  working  at  the  grassroots  to  solve  local  problems  and  to 
meet  local  needs. 

Moreover,  because  the  PVO  community  represents  a  U.S.-based  constituency  for 
development  and  humanitarian  relief  numbering  in  the  millions,  there  should  be  no 
controversy  about  our  work.  We  welcome  the  opportunity  to  broaden  our  participa- 
tion with  the  United  States  government,  where  it  is  appropriate,  in  implementing 
programs  that  promote  sustainable  development. 

AID  intends  to  focus  some  of  its  efforts  on  assisting  countries  to  build  social  and 
economic  environments  that  will  nurture  emerging  democracies.  Democracy  is  more 
than  "voting,"  it  is  enabling  true  participation  in  decisions  about  values  and  pro- 
grams that  affect  the  individual,  the  community,  and  the  nation. 

Here,  the  experience  of  PVO's  is  particularly  relevant.  We  have  found  that  direct 
interventions  to  alleviate  human  suffering,  while  still  necessary,  are  not  as  effective 
as  initiatives  that  empower  people — working  to  strengthen  local  nongovernmental 
organizations.  We  increasingly  concentrate  on  working  with  local  organizations  to 
help  them  meet  the  goals  they  set  for  themselves.  This  is  a  simple,  powerful  recipe 
for  achieving  sustainability  and  building  civil  society,  and  it  is  as  true  in  the  Newly 
Independent  States  as  it  is  in  developing  countries. 

PROBLEMS  AND  SOLUTIONS 

The  U.S.  Office  of  Foreign  Disaster  Assistance  (OFDA)  stands  as  an  example  of 
excellent  PVO/AID  relations.  Working  with  OFDA,  the  PVO  community  implements 
humanitarian  relief  operations  in  a  most  efficient  and  effective  manner.  The  mas- 
sive relief  operation  in  Somalia  is  the  most  timely  example  of  how  PVO's,  supported 
by  donations  from  the  American  public,  OFDA  and  other  donor  nations  were  able 
to  move  tens  of  thousands  of  metric  tons  of  food  and  medicines  to  save  millions  of 
lives. 

The  partnership  between  AID  and  PVO's  has  been  greatly  enhanced  by  the 
Matching  Grants  program  of  AID.  Administered  through  the  Office  of  Private  Vol- 
untary Cooperation,  the  matching  grants  program  supports  some  of  the  most  cost- 
effective  and  innovative  development  programs  of  PVO's  throughout  the  world. 
These  matching  grants  complement  and  strengthen  official  development  assistance 
programs  because  the  value  of  the  grants  is  increased  one  to  three  times  oyer  by 
matching  funds  from  PVO  private  and  public  contributions,  thus  stretching  limited 
aid  dollars. 

Because  of  the  high  costs  of  AID  overseas  staff  and  the  burden  of  overseeing  many 
relatively  small  PVO  activities,  AID  missions  are  often  inhibited  from  more  fully 
supporting  U.S.  PVO's.  This  program,  therefore,  is  particularly  important  to  the 
PVO  community.  In  FY  1991,  we  estimate  that  the  total  PVC  funds  released  to 
InterAction  members  equaled  $207.4  million,  including  new  and  ongoing  grants. 
Since  most  of  these  were  matches,  think  of  the  resources  that  were  used  for  develop- 
ment that  year!  AID  has  provided  World  Wildlife  Fund  with  $1.75  million  to 
strengthen  and  support  its  Wildlands  and  Human  Needs  Program  that  promotes  the 
conservation  and  management  of  natural  resources  and  improves  the  quality  of  life 
of  people  in  wildland  areas.  With  an  $8  million  matching  grant  that  was  leveraged 
with  $25  million  in  private  resources,  CARE  has  been  able  to  implement  more  than 
100  agriculture  and  natural  resource  projects  in  33  countries,  working  with  thou- 
sands of  farmers,  many  of  them  women,  to  conserve  their  natural  resources  and  to 
increase  agricultural  yields. 

Recommendation:  Any  reduction  in  funding  for  PVO's  will  affect  pro- 
grams that  address  the  health  and  well-being  of  children,  environmental, 
agricultural  and  natural  resource  management  and  water  and  sanitation, 
and  programs  that  address  small  business  development.  We  urge  this  com- 
mittee and  the  administration  to  preserve  the  PVC  office  at  full  funding  of 
$60  million. 
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AID  has  not  always  been  user  friendlv,however.  Despite  the  best  intentions  of 
Congress,  the  PVO's,  and  those  inside  ADD,  bureaucratic  tangles  have  delayed  or 
even  defeated  many  a  PVO  program. 

The  recent  history  of  microenterprise  credit  promotion,  which  is  designed  to  pro- 
vide small  loans  to  poor  people  who  have  no  other  access  to  credit,  demonstrates 
how  AID's  own  policies  and  bureaucratic  problems  have  sometimes  interfered  with 
the  original  intent  of  its  programs.  AID's  own  microenterprise  program  has  been 
criticized  for  its  slow  progress  in  reaching  poor  people.  In  1991,  AID's  own  world- 
wide program  made  67,000  loans  and  mobilized  $1,307,127  in  savings.  By  compari- 
son, a  program  implemented  by  InterAction  member  FINCA  in  one  country  alone 
generated  63,000  loans  and  mobilized  $1,228,361  in  savings  after  19  months  of  oper- 
ations. Yet,  despite  PVO  success  in  reaching  target  populations,  PVO's  have  had  dif- 
ficulty accessing  AID  funds  because  the  bureaucratic  AID  structure  has  not  encour- 
aged ADD  missions  to  fund  microenterprise.  In  this  case,  the  PVC  office  has  provided 
the  majority  of  funds  for  PVO  microenterprise  programs. 

Recommendation:  Twenty-three  PVO's  that  implement  microenterprise 
programming  have  recently  made  a  proposal  to  the  administration  and 
Congress  for  a  centrally  managed  AID  fund  for  microenterprise.  Inter- 
Action  would  like  to  work  with  your  subcommittee  and  the  administration 
to  address  other  similar  problems  in  the  AID/PVO  relationship  as  they 
arise. 

Women  represent  a  disproportionately  high  number  of  the  world's  poor.  They 
produce  as  much  as  70  percent  of  the  developing  world's  food,  manage  the  majority 
of  the  world's  natural  resources,  and  have  primary  responsibility  for  ensuring  the 
well-being  of  future  generations.  Successful  sustainable  development  policies  and 

S rejects  must  incorporate  the  critical  role  played  by  women  in  the  developing  world. 
xperience  has  shown  that  whole  communities  benefit  from  projects  that  improve 
the  health,  educational,  and  socioeconomic  status  of  women  and  girls. 

Recommendation:  AID  should  make  the  economic  and  social 
empowerment  of  women  a  major  focus  of  U.S.  foreign  assistance  programs. 
PVO's,  with  their  network  of  grassroots  organizations  that  can  reach 
women,  should  be  included  in  this  effort. 

The  legitimate  need  for  government  accountability  has  created  a  serious  problem 
for  PVO's  that  wish  to  work  with  the  government.  Current  contracting  and  auditing 
procedures  are  suffocating  the  PVO's.  Several  InterAction  members  nave  reported 
that  the  A-133  is  inappropriate  for  conditions  in  which  PVO's  work  and  sometimes, 
when  applied  to  indigenous  NGO's,  costs  more  than  the  grants  themselves!  Report- 
ing requirements  are  needlessly  cumbersome  and  enormously  time-consuming. 
Match  requirements  for  PVO's  range  from  0%  to  100%  or  greater  with  no  consistent 
rationale  behind  the  differing  levels. 

Recommendation:  New  mechanisms  must  be  developed  which  provide 
both  adequate  flexibility  and  program  experimentation  in  the  field  as  well 
as  adequate  accountability  to  Congress  and  the  U.S.  taxpayer.  Reporting 
and  match  requirements  for  US  PVO's  should  be  examined  and  revised. 

While  U.S.  based  PVO's  are  highly  qualified,  cost  effective  actors  in  promoting 
grassroots  development,  we  are  private,  independent  actors  that  work  where  we  be- 
lieve we  will  be  most  effective.  We  do  not  view  ourselves  as  agents  of  U.S.  foreign 
policy,  but  rather  as  partners  when  there  are  common  goals  to  be  achieved.  Previous 
administrations  too  often  saw  us  as  mere  implementors  of  their  programs.  The  di- 
versity of  approach,  flexibility,  and  innovation  that  characterize  the  PVO  sector  is 
an  asset  that  should  not  be  submerged  in  a  contractual  mindset. 

Recommendation:  We  look  forward  to  a  process  of  regular  interaction 
with  officials  working  on  sustainable  development  and  humanitarian  relief, 
and  we  hope  that  current  structures  for  coordination  will  be  revised.  New 
ways  of  incorporating  NGO/PVO  points  of  view  into  AID's  programs  and 
projects  should  be  developed. 

The  growing  numbers  of  civil  conflicts  in  the  world  are  sure  to  cause  increased 
humanitarian  crises  that  will  require  rapid  response.  This  is  a  traditional  area  of 
expertise  of  our  agencies. 

Disasters  have  a  direct,  negative  impact  on  development  goals,  affecting  a  coun- 
try's economic  performance  for  years  after  the  occurrence  of  the  disaster.  For  in- 
stance, the  U.S.  government  spent  some  $736  million  on  drought  relief  in  southern 
Africa  in  1992.  By  contrast,  the  1992  budget  for  the  Development  Fund  for  Africa 
was  $800  million  for  all  of  Africa.  Because  disasters  can  slow  or  even  erase  develop- 
ment progress,  it  is  important  and  cost  effective  for  development  practitioners,  in- 
cluding AID  and  PVO's,  to  concentrate  more  resources  on  preventing  or  mitigating 
potential  disasters.  Otherwise,  we  will  continue  to  trade  snort  term  band  aids  for 
longer-term  impacts.  In  addition,  traditionally,  within  AID  and  OFDA  the  linkage 
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among  relief,  rehabilitation  and  development  has  been  weak.  This  leads  to  limited 
opportunities  for  coordination  and  collaborative  program  development. 

Recommendations:  Joint  planning  by  relevant  development  and  relief  of- 
fices in  AID  should  be  required  when  a  country  is  experiencing  or  expected 
to  experience  recurring  or  long  term  disasters;  flexible  funding  and  man- 
agement mechanisms  should  be  established  for  implementing  agencies  to 
allow  them  to  engage  in  prevention,  emergency  relief  and  rehabilitation; 
AID  missions  should  develop  analyses  of  natural  vulnerabilities  and  poten- 
tial civil  conflict  as  part  of  their  mission  country  strategies.  Since  disasters 
frequently  occur  where  development  has  failed,  more  flexible  funding 
mechanisms  must  be  integrated  into  OFDA  and  development  accounts  so 
that  regional  bureaus  and  OFDA  can  jointly  address  the  continuum  of  dis- 
aster recovery,  reconstruction  and  mitigation.  Other  recommendations  are 
included  in  InterAction's  issue  paper,  "The  Relief-Development  Contin- 
uum." I  would  like  to  request  that  this  issue  paper  be  included  in  the 
record. 

Many  InterAction  members  work  both  in  the  United  States  and  overseas,  and  find 
that  insights  from  years  of  work  internationally  can  often  be  applied  to  programs 
in  the  UJS. 

The  most  timely  example  of  this  cross  fertilization  is  microenterprise.  In  a  front 
page  article  on  May  6,  Tne  Washington  Post  cited  the  emergence  of  microenterprise 
as  an  innovative  and  popular  method  to  combat  domestic  poverty.  The  Post  said, 
"Microenterprise,  a  tned-and-true  Third  World  development  technique  for  more 
than  three  decades,  is  perhaps  the  hottest  anti-poverty  strategy  in  the  United  States 
today."  I  have  a  copy  of  this  article  and  request  that  it  be  mcluded  in  the  record. 

InterAction's  members  are  leaders  in  the  microenterprise  field.  One  InterAction 
member,  Accion  International,  is  implementing  credit  programs  in  Arizona,  Califor- 
nia and  Brooklyn  with  more  planned  elsewhere.  Although  the  methodology  must  be 
adapted  to  serve  American  needs,  the  overall  concepts  of  providing  access  to  credit 
to  poor  people  while  simultaneously  building  sustainable  credit  institutions  are  the 
same  as  those  introduced  by  the  Grameen  Bank  in  Bangladesh  15  years  ago. 

Another  InterAction  member,  Save  the  Children,  is  implementing  lessons  learned 
from  its  child  survival  programs  overseas  in  its  "Mothers  Too!"  program  that  is  serv- 
ing hundreds  of  voung  mothers  in  rural  U.S.  communities.  The  program  combines 
community-based  outreach,  training  and  education  with  professional  or  paraprofes- 
sional  health  care  to  improve  health  behaviors  of  adolescents  and  birth  outcomes  of 
young  mothers.  These  are  but  two  of  the  many  examples  of  the  programs  which  un- 
derscore the  interrelatedness  of  the  interests  of  the  U.S.  and  our  neighbors  in  other 
countries. 

In  closing,  Mr.  Chairman,  we  recognize  that  development  is  a  long  term  process. 
We  hope  that  the  new  AID — and  the  PVO's — will  be  given  the  support  over  the  long 
haul  that  will  be  required  to  achieve  results.  We  hope  that  American  citizens  will 
also  increase  their  understanding  that  problems  in  the  remote  villages  and  crowded 
urban  areas  overseas  are  inextricably  linked  to  problems  here  at  home,  and  solu- 
tions will  benefit  us  all. 

We  look  forward  to  working  with  your  subcommittee  and  the  administration  to 
make  AID  an  effective  leader  in  transforming  global  challenges  into  opportunities. 


THE  RELIEF-DEVELOPMENT  CONTINUUM 

The  following  paper  was  prepared  by  an  InterAction  working  group  made  up  of 
relief  and  development  practitioners. 

Introduction 

Disasters  are  increasingly  a  part  of  life,  particularly  in  Africa  and  Eastern  Eu- 
rope, and  there  is  every  indication  that  this  will  be  even  more  the  case  in  the  future. 
At  the  same  time  that  the  number  of  disasters  is  increasing,  the  number  of  donors 
is  staying  more  or  less  the  same,  stretching  resources  ever  more  thinly.  We  must 
therefore  make  disaster  response  more  cost-effective.  Disasters  have  a  direct,  nega- 
tive impact  on  development  goals,  affecting  a  country's  economic  performance  Tor 
months  and  years  after  the  occurrence  of  the  disaster.  As  an  example,  the  US  Gov- 
ernment spent  some  $736  million  on  drought  relief  in  southern  Africa  in  1992.  By 
contrast,  the  1992  budget  for  the  Agency  for  International  Development's  Develop- 
ment Fund  for  Africa  was  approximately  $800  million  for  all  of  Africa.  Because  dis- 
asters can  clearly  slow  or  even  erase  development  progress,  it  is  important  and  cost- 
effective  for  development  practitioners  to  concentrate  on  preventing  and  mitigating 
disasters.  To  the  extent  that  emergency  activities  and  resources  overshadow  those 
in  development,  we  trade  short-term  band  aids  for  longer-term  impacts.  However, 
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strategic  development  policies  that  take  into  account  physical  and  political 
vulnerabilities  can  significantly  reduce  the  incidence  and/or  impact  of  disasters, 
thereby  saving  millions  of  development  dollars.  Likewise,  strategic  relief  programs 
that  strengthen  local  capacities  can  do  much  to  lay  the  groundwork  for  successful 
rehabilitation,  and  ultimately,  development. 

To  meet  the  challenge  posed  by  rising  numbers  of  disasters  throughout  the  world, 
disaster  and  development  professionals  must  integrate  better  the  practice  of  their 
disciplines.  Unfortunately,  most  donor  organizations  as  well  as  NGOs  have  tended 
to  approach  these  as  separate,  even  mutually  exclusive  fields.  Development  and  dis- 
aster response  have  evolved  as  separate  disciplines  and  created  their  own 
subcultures.  Development  workers  do  development;  relief  workers  do  relief,  and 
rarely  do  these  cultures  interact. 

In  addition  to  facing  the  challenge  of  learning  to  integrate  better  relief  and  devel- 
opment, we  are  also  being  asked  more  and  more  frequently  to  deal  with  disasters 
caused  by  civil  strife,  and  the  population  displacement  that  often  results.  These 
complex  emergencies  demand  new  relief  strategies  for  responding  to  them,  and  new 
development  strategies  for  preventing  or  mitigating  them.  Somehow,  the  inter- 
national assistance  community,  and  affected  governments — which  have  ultimate  re- 
sponsibility for  a  country's  development — must  face  both  of  these  challenges  simul- 
taneously or  risk  losing  ground  in  the  struggle  to  alleviate  poverty  and  suffering. 

There  is  a  clear  need  to  act,  on  several  levels,  to  minimize  conflict,  to  anticipate 
both  natural  and  manmade  disasters,  to  address  human  emergencies  more  effec- 
tively and  thereby  to  save  lives  and  resources  which  can  be  better  applied  to  produc- 
tive purposes.  A  number  of  interdependent  initiatives  are  required: 

Issue  1 

•  Although  relief  and  development  activities  are  features  of  a  continuum, 
administrative  structures  have  been  established  which  compartmentalize 
these  functions  and  limit  the  opportunities  for  coordination  and  collabo- 
rative program  development. 

This  lack  of  coordination  has  been  counterproductive  on  two  levels.  It  has  reduced 
the  effectiveness  of  existing  disaster  response  mechanisms  by  limiting  their  imple- 
mentation to  late  in  the  disaster  cycle  and  discouraged  the  funding  and  implementa- 
tion of  early,  more  cost  effective  mitigative  programs.  Secondly,  development  initia- 
tives which  have  limited  flexibility  are  likely  to  be  derailed  by  unplanned  for  and 
potentially  abortive  stresses. 

Another  feature  of  this  functional  compartmentalization  has  been  the  develop- 
ment of  fairly  rigidly  defined  funding  structures  which  undermine  the  potential  for 
relief  and  development  to  be  mutually  reinforcing,  integrated  parts  of  overall  coun- 
try and  regional  strategies. 

Because  NGOs  frequently  serve  as  trip-wires  for  approaching  food  insecurity  and 
refugee  movements,  they  have  a  special  responsibility  to  develop  multi-skilled  staff 
who  can  function  effectively  along  the  disaster-development  continuum.  Develop- 
ment workers  must  be  sensitive  to  slow  on-set  emergencies  and  capable  of  shifting 
to  a  relief  mode.  Relief  workers,  likewise,  must  be  aware  of  developmental  opportu- 
nities which  often  arise  in  an  emergency  context.  Too  often,  relief  agencies  pressed 
to  respond  to  an  immediate  crisis  foster  dependency  and  undermine  local  capacities 
because  they  fail  to  tailor  carefully  their  relief  programs  according  to  the  particular 
needs  and  strengths  of  an  individual  community. 

Recommendations 

•  Joint  planning  by  the  relevant  development  and  relief  offices  within  the  Agency 
for  International  Development  should  be  required  when  a  country  is  experiencing 
or  expected  to  experience  recurring/long-term  disasters  (six  months  or  more).  Such 
joint  planning  should  help  to  ensure  that  relief  activities  are  undertaken  in  a  devel- 
opment context  in  order  to  maximize  developmental  impact  and  minimize  depend- 
ency. 

•  Flexible  funding  and  management  mechanisms  should  be  established  which  en- 
able an  implementing  agency  to  engage  in  "continuum"  activities,  i.e.,  those  which 
may  have  prevention,  preparedness,  mitigation,  emergency  relief,  rehabilitation  and 
recovery  components,  or  a  combination  thereof. 

•  Agency  for  International  Development  Mission  staff  should  receive  disaster 
management  training.  Thought  should  be  given  to  extending  the  training  to  local 
NGO  staff  and  public  and  private  sector  professionals. 

•  Donors  such  as  the  Agency  for  International  Development  and  implementing 
agencies  such  as  NGOs  should  make  an  effort  to  cultivate  and  develop  staff  with 
an  appreciation  of  both  relief  and  development  issues,  perhaps  through  training  that 
fosters  an  understanding  of  the  linkages  between  relief  and  development. 
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•  Donors  and  NGOs  should  put  increased  emphasis  on  relief  activities  which 
strengthen  local  capacities  and  therefore  lay  the  groundwork  for  long-term  develop- 
ment. Such  activities  might  include  training  local  health  workers,  providing  seeds 
and  tools,  monetizing  food  where  appropriate,  incorporating  income-generating 
projects  into  relief  programs,  and  partnering  with  local  institutions.  Programs  which 
include  participation  by  the  affected  people  and  government  to  the  fullest  extent 
possible  will  have  the  greatest  chance  of  success. 

Issue  2 

•In  countries  where  recurrent  drought  and  other  hazards  can  be  ex- 
pected or  anticipated,  NGOs  and  bilateral  donors  have  rarely  integrated 
disaster  preparedness  into  longer-term  strategic  development  planning. 

Development  strategies  seldom  recognize  the  likelihood  of  recurrent  drought, 
floods  or  other  disasters.  Nor  do  they  often  incorporate  means  to  minimize  their  ef- 
fects. Yet  the  circumstances  and  warning  signs  of  these  events  are  usually  well- 
known  and  documented.  They  should  be  the  basis  for  long-term  disaster  prepared- 
ness by  governments,  NGOs  and  community-based  groups,  as  well  as  the  United 
Nations  and  other  international  agencies.  The  Sahelian  region  of  Africa  is  a  good 
example  of  successful  integration  between  relief  and  development  on  the  part  01  do- 
nors, NGOs,  and  affected  governments.  The  success  of  this  drought-prone  region  in 
mitigating  disaster  shows  that  this  kind  of  planning  can  be  done  successfully. 

The  majority  of  "slow  on-set"  food  emergencies  produce  early  indicators  that  trou- 
ble is  brewing.  Yet  administrative  constraints,  inadequate  situational  monitoring 
and  poor  communication  limit  timely  action.  Early,  targeted  responses  to  deteriorat- 
ing situations  are  invariably  more  cost  effective  and  administratively  manageable 
than  massive,  externally-dominated  operations. 

NGOs,  bilateral  donors,  international  donors  and  affected  governments  must 
strive  to  integrate  1)  existing  early  warning  systems,  2)  disaster  response  capacities, 
and  3)  strategic  development  planning.  They  also  need  to  broaden  their  long-term 
planning  to  include  analysis  of  people's  vulnerability,  and  to  support  programs 
which  reduce  vulnerabilities,  enhance  resiliency,  and  have  the  capacity  to  expand 
and  contract,  as  necessary,  in  response  to  emerging  disaster  situations. 

Recommendations 

•  The  Agency  for  International  Development  and  other  donors  as  well  as  NGOs 
should  develop  a  strategy  and  action  plan  for  addressing  the  linkages  between  relief 
and  development  in  countries  where  emergencies  are  chronic.  Such  a  plan  should 
include  an  assessment  of  physical  and  political  vulnerabilities. 

•  All  Agency  for  International  Development  Mission  country  strategies  should  in- 
clude an  analysis  of  natural  vulnerabilities  and  vulnerabilities  to  civil  conflict  or  po- 
litical instability. 

•  Operational  NGOs  should  have  strategies  for  those  countries  and/or  commu- 
nities where  they  work  that  include  an  analysis  of  natural  and  political  vul- 
nerabilities. These  strategies  should  be  coordinated  with  those  of  the  country's  gov- 
ernment, as  well  as  international  donors  such  as  AID. 

Issue  3 

*The  United  Nations  and  regional  organizations  are  not  sufficiently  em- 
powered to  prevent  and  resolve  conflict. 

The  United  Nations  is  a  volunteer  fire  department,  responding  ad  hoc  to  one  con- 
flagration after  another  and  passing  the  hat  to  pay  for  its  peacekeeping  and  elec- 
tion-monitoring missions.  In  a  world  of  Bosnias,  Angolas  and  Somalias,  that  is  not 
enough. 

There  needs  to  be  an  early  warning  capability  within  the  United  Nations  system 
which  tracks  embryonic  or  incipient  natural  and  political  disasters,  then  triggers  ap- 
propriate diplomatic  and  rapid-response  peacekeeping  measures.  Regional  bodies 
sucn  as  the  Organization  of  African  Unity  or  ASEAN  also  could  play  a  more  effec- 
tive role  in  conflict  resolution. 

Serious  attention  also  must  be  given  to  developing  an  international  consensus  on 
limiting  the  size  and  growth  of  military  establishments.  Large  military  budgets  are 
wasteful  and  the  forces  they  sustain  inherently  destabilizing.  Thought  should  also 
be  given  to  military  conversion,  and  re-education  for  young  men  who  have  grown 
up  as  soldiers  in  order  to  give  them  skills  appropriate  for  peace. 

Recommendations 

•  UN  members,  including  the  United  States,  should  take  a  coordinated  approach 
to  the  UN  Department  of  Humanitarian  Affairs,  providing  the  UN  with  clear  guid- 
ance, realistic  objectives,  and  adequate  funding  to  accomplish  them. 
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•  The  UN  Department  of  Humanitarian  Affairs  should  be  given  the  authority  to 
act  as  the  lead  agency  in  coordinating  disaster  relief  and  refugee  assistance,  rather 
than  the  current  ad  hoc  arrangements  that  create  confusion  and  promote  competi- 
tion between  the  UN  specialized  agencies.  The  United  States  government  as  well 
as  other  donors  should  provide  political  and  financial  support  in  order  to  enable 
DHA  to  take  on  this  role. 

•  The  UN  should  be  given  a  standing  subscription  peacekeeping  force  that  could 
be  deployed  on  short  notice.  The  force  should  be  used  whenever  possible  in  a  preven- 
tive capacity,  before  conflict  erupts  and  leads  to  an  expensive,  ineffective,  and  dan- 
gerous complex  humanitarian  emergency. 

•  United  Nations  development  and  financial  institutions  should  play  active  roles 
in  joint  assessment  and  appeal  processes  in  order  to  facilitate  funding  of  long  term 
recovery. 

Issue  4 

*The  quality  of  governance  at  national  and  local  levels  needs  to  be  im- 
proved; and,  in  concert,  development  of  "civil  society"  and  people's  partici- 
pation in  its  institutions  should  be  promoted  in  order  to  reduce  political 
and  physical  vulnerability. 

Oppressive  or  unstable  governments  expose  a  society  to  the  risks  of  civil  conflict, 
ethnic  strife,  and  large-scale  human  rights  abuses  that  frequently  result  in  popu- 
lation displacement,  and  even  famine  and  disease  due  to  disruption  of  economic  ac- 
tivities. We  should  not  focus  merely  on  fostering  multi-party  elections  in  former  one- 
party  states,  but  concentrate  also  on  the  foundation  of  competent  and  accountable 
governance,  and  of  popular  involvement  in  the  broad  range  of  civic  structures  which 
typically  buttress  good  government. 

Participatory  and  representative  government  can  also  reduce  a  society's  vulner- 
ability to  natural  disasters  as  well.  Countries  which  are  vulnerable  to  periodic  natu- 
ral calamities,  in  particular,  will  be  better  able  to  mitigate  their  impact  if  they  have 
soundly-managed  participatory  and  representative  governments  ana  an  active,  orga- 
nized, public-spirited  citizenry.  Where  people's  organizations  are  strong,  local  com- 
munities have  structures  in  place  that  can  organize  preparedness  and  response  ef- 
forts. However,  democratization  must  be  undertaken  with  an  understanding  of  and 
respect  for  local  realities,  history,  and  tradition. 

Recommendations 

•  The  Agency  for  International  Development  should  continue  its  democracy  and 
governance  programs  which  promote  the  growth  of  local  NGOs  and  other  institu- 
tions of  civil  society,  and  which  provide  support  for  local  government  structures 
within  countries. 

•  The  US  Government  should  also  consider  supporting  those  elements  of  civil  so- 
ciety which  promote  conflict  resolution,  and  peaceful  coexistence  of  ethnic  and  reli- 
gious groups. 

•  International  NGOs  should  make  a  priority  of  partnering  with  local  NGOs  and 
other  such  institutions  whenever  possible. 

•  The  Agency  for  International  Development  should  support  programs  which  pro- 
mote participatory,  decentralized  government,  the  establishment  of  NGOs,  and  re- 
spect for  civil  and  political  rights  throughout  Eastern  Europe  and  the  former  Soviet 
Union,  particularly  in  countries  vulnerable  to  ethnic  conflict  such  as  Georgia,  Arme- 
nia, Azerbaijan,  and  Tajikistan,  as  AID  is  already  doing  in  other  regions  of  the 
world. 

Senator  Sarbanes.  Good.  Thank  you  very  much  for  a  very  help- 
ful statement. 
Mr.  Carroll. 

STATEMENT  OF  THOMAS  CARROLL,  PRESIDENT, 
INTERNATIONAL  EXECUTIVE  SERVICE  CORPS,  STAMFORD,  CT 

Mr.  Carroll.  Thank  you,  and  thank  you,  Senator,  for  inviting 
me.  I  like  being  here. 

Senator  Sarbanes.  It  is  nice  to  have  you  here.  I  will  remind  ev- 
erybody that  we  will  include  your  full  statements  in  the  record,  and 
to  the  extent  you  can  summarize  them  that  would  be  helpful. 

Mr.  Carroll.  I  will  summarize.  The  International  Executive 
Service  Corps  sends  retired  American  executives,  managers,  entre- 
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preneurs,  professionals,  to  help  companies  in  the  Third  World.  In 
the  developing  countries  traditionally  our  objective  is  sustainable 
development  and  our  motto  is  if  you  give  a  man  a  fish  you  feed  him 
for  a  day.  If  you  teach  him  how  to  fish,  you  feed  him  for  life.  We 
have  been  doing  this  for  29  years  now. 

More  recently  we  have  been  very  active  in  Central  and  Eastern 
Europe,  the  Baltics,  and  the  newly  independent  states  of  the 
former  Soviet  Union.  Last  year,  for  example,  we  did  368  projects 
in  Central  and  Eastern  Europe.  All  over  the  world  we  did  about 
1,000.  We  started  in  Hungary  in  1986,  some  time  before  the  Iron 
Curtain  fell.  We  were  in  Poland  about  2  months  after  the  Solidarity 
won  its  place  in  Parliament.  We  are  now  in  Central  and  Eastern 
Europe  and  the  former  Communist  countries  doing  a  lot  of  privat- 
ization, that  is  helping  governments  sell  state-owned  businesses  to 
private  hands. 

We  do  investment  services.  For  example,  in  Budapest  we  were 
asked  a  few  years  back  to  help  them  set  up  a  stock  exchange,  so 
we  got  a  fellow  named  Bob  Bishop,  the  executive  vice  president  of 
the  New  York  Stock  Exchange,  to  go  over  there.  After  some  months 
they  were  really  very  pleased.  He  worked  very  hard  and  did  great, 
and  as  he  was  preparing  to  go  they  said  would  you  stop  by  and  do 
a  lecture  at  the  university  on  capital  formation.  He  said  he  would 
be  glad  to,  what  is  the  name  of  the  university.  It  was  Carl  Marx 
University.  It  has  since  changed  its  name.  [Laughter.] 

We  work  in  defense  conversion.  In  defense  conversion  we  do  it 
a  little  differently  from  the  traditional  TA  projects.  Instead  of  send- 
ing one  man  or  woman  to  one  company  we  send  teams  of  three  peo- 
ple to  a  city  like  Nizhny  Novgorod  where  there  might  be  up  to  36 
defense  industries.  They  work  with  all  36,  and  as  they  work  on 
conversion  they  are  free  to  send  back  home  for  specialized  technical 
assistance.  If  a  company  was  changing  from  flamethrowers  to 
firehoses  and  they  wanted  an  expert  on  firehoses  they  could  call  on 
us  and  we  would  send  a  3-month  guy  there. 

A  very  exciting  thing  has  happened  in  Bratislava.  They  were 
making  T-72  tanks,  which  have  the  same  footprints  as  Raytheon's 
road  pavers  which  are  made  in  Cedar  Rapids,  LA,  but  there  is  no 
way  you  can  economically  send  a  road  paver  from  Cedar  Rapids  to 
Poland  and  to  Central  and  Eastern  Europe.  So  we  connected  the 
two,  and  they  are  now  preparing  to  make  road  pavers  out  of  T-72 
tanks. 

We  have  done  projects  over  there  in  the  environment,  in  public 
administration,  business  research.  We  have  in  our  skills  bank 
13,000  retired  people  who  have  registered  with  us  their  willingness 
to  serve.  We  have  50  offices  around  the  world. 

When  a  project  is  over,  6  months  after  it  is  over  we  go  back  and 
do  a  survey  to  see  what  good  it  did.  Some  of  those  results  are  that 
39  percent  of  our  clients  bought  U.S.  equipment  or  supplies,  and 
43  percent  reported  strengthened  ties  to  U.S.  businesses. 

The  defense  conversion  work  we  are  doing,  which  we  started  just 
barely  a  year  ago,  we  are  doing  in  five  areas,  Warsaw,  Bratislava, 
Kharkiv,  Nizhny  Novgorod,  and  Yekaterinberg.  In  a  month  we  will 
also  start  one  up  in  Almaty,  Kazakhstan. 

The  teams  that  go  to  aefense  conversion  stay  for  up  to  a  year 
and,  as  one  of  the  previous  people  testified,  that  is  very  important 
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because  the  people  in  Russia  and  elsewhere  over  there  are  all  sick 
of  people  coming  in  for  coffee  at  10  a.m.  and  leaving  after  lunch. 
Trust  develops  when  they  find  out  you  are  going  to  be  there  for  a 
year  and  actually  roll  up  your  sleeves,  go  into  factories,  and  help 
get  things  done. 

The  operation  is  fairly  cost  efficient.  Costs  are  low  because  these 
volunteers,  whether  it  is  for  a  year  or  3  months,  are  unpaid.  We 
get  client  contributions.  Since  the  beginning  we  have  been  doing 
this  we  have  gotten  over  $100  million  contributions  from  clients, 
and  we  have  the  network  in  place.  It  is  effective  because  the  volun- 
teers have  30  to  45  years  in  the  business  of  the  client,  they  help 
implement  the  improvement  which  is  a  notch  better  than  just  giv- 
ing advice. 

There  is  often  as  a  consequence  a  continuing  relationship  be- 
tween the  client  he  helps  and  the  volunteer  executive.  Long  after 
the  executive  comes  home  there  is  often  exchanges  of  correspond- 
ence between  client  and  executive  on  various  of  the  issues. 

There  are  humanitarian  benefits;  43  percent  of  our  clients  said 
they  added  extra  people  6  months  after  the  project,  85  percent  said 
the  workers  skills,  due  to  the  training  they  get,  have  improved. 
And  of  course  one  of  the  happy  byproducts  of  this  is  U.S.  exports 
increase.  Our  objective  is  sustainable  development.  The  exports  we 
produce  are  a  happy  byproduct. 

Since  we  started  doing  this  15  other  industrialized  nations  have 
started  their  own  IESC's,  and  we  helped  them.  We  helped  them  on 
the  principle  that  as  one  candle  lights  another,  it  itself  is 
undiminished.  The  work  we  do  is  very  much  a  person-to-person 
thing,  partnerships  are  formed,  or,  as  Sol  Linowitz  once  said,  the 
best  way  to  send  an  idea  around  the  world  is  to  wrap  it  in  a  per- 
son, and  we  have  done  that  over  15,000  times. 

Thank  you. 

[The  prepared  statement  of  Mr.  Carroll  follows:] 

Prepared  Statement  of  Mr.  Carroll 

This  will  address  the  role  of  the  International  Executive  Service  Corps  in  the  for- 
eign aid  process  and  the  results  obtained. 

IESC  sends  retired  executives  to  help  companies  in  the  third  world  and  now  in 
Central  and  Eastern  Europe  and  in  the  Newly  Independent  States  of  the  former  So- 
viet Union.  The  executives  are  unpaid,  but  we  pay  their  expenses.  They  stay  for  up 
to  3  months. 
The  principle  is  DEVELOPMENT  and  our  motto  is: 
"If  you  feed  a  man  a  fish  you  feed  him  for  a  day, 
If  you  teach  him  how  to  fish,  you  feed  him  for  a  lifetime." 
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This  slide  shows  the  growth  of  our  projects.  We  had  a  record  990  projects  in  1992. 

We  practice  what  we  preach — that  is  the  market  system.  We  find  out  what  the 
-client  wants  in  the  way  of  help,  articulate  that  want  and  send  it  to  our  head- 
quarters in  Stamford,  Connecticut.  There  we  have  a  skills  bank  of  13,000  retired 
men  and  women  who  have  been  executives,  managers,  entrepreneurs  and  profes- 
sionals who  have  registered  with  us  their  willingness  to  serve.  We  find  the  persons 
who  has  spent  a  lifetime  in  the  industry  of  the  client.  We  send  the  volunteer  not 
just  as  a  consultant,  but  as  someone  who  can  go  into  the  factory,  the  bank,  the  farm 
or  whatever  and  help  implement  improvements.  We  provide  on  the  job  training  to 
the  management  and  the  workers.  It  is  what  we  mean  by  hands-on  and  we  think 
it  is  a  notch  more  than  just  advice,  however  good  the  advice  may  be. 


SOME  RESULTS 


39%   of  Our  Clients 

Bought  U.S.  Equipment  or  Supplies 

43%    of  Our  Clients  Reported 
Additional  Jobs  Created 

89%    of  Our  Clients  Reported 
Employee  Skills  Improved 

43%   of  Our  Clients  Reported 

Strengthened  Ties  to  U.S.  Businesses 


Six  months  after  the  project,  we  do  a  survey  to  obtain  results.  Listed  above  are  some  of  those 
results. 
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The  majority  of  our  projects  over  the  years  have  been  in  Latin  America  and  the  Caribbean. 
Obviously  we  cannot  take  credit  for  the  incredible  growth  in  exports  shown  above,  but  we  have 
had  our  shoulder  to  the  wheel. 
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U.S.  EXPORTS  TO 
3rd  WORLD 

1990  =  $136  BILLION 

1991  =  $157  BILLION 

1992  =  $179  BILLION 


Economic  conditions  are  improving  in  the  third  world  countries  and  one  of  the  happy  by-prod- 
ucts is  increased  U.S.  exports. 


JOB  CREATION  IN  U.S. 


$1  Billion  of  Exports  =  20,000  Jobs 


TRADE  AND  INVESTMENT 


IESC  provides  trade  and  investment  services  which  are  designed  to  help  stimulate 
commercial  ventures  between  second  and  third  world  companies  and  U.S.  busi- 
nesses including  imports,  exports,  investments,  joint  ventures  and  co-ventures  such 
as  franchising,  licensing,  co-marketing  agreements,  technology  transfers  and  equip- 
ment sales. 
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TRADE  &  INVESTMENT 
SERVICES  (TIS) 

Services  to  7,000  U.S.  &  Foreign 
Companies 


■  166  Completed  Transactions 

■  $28+  Million  in  Sales  of  U.S. 
Equipment  &  Technology 

Foreign  Opportunity  Workshops  for 
U.S.  Businesses 


Our  trade  and  investment  services  have  been  growing  over  the  last  several  years.  This  chart 
shows  accumulative  results.  It  often  takes  a  few  years  between  the  time  boy  meets  girl  and  the 
wedding.  So  from  these  7,000  introductions  there  may  even  be  more  completed  transactions  to 


come. 


DEFENSE  CONVERSION 


In  the  former  communist  countries  of  Central  and  Eastern  Europe  and  the  former 
Soviet  Union,  we  have  been  helping  with  defense  conversion,  the  privatization  of 
state-owned  companies  and  public  administration.  The  following  charts  show  the  lo- 
cation of  our  fully  staffed  offices  in  Central  and  Eastern  Europe;  where  we  have 
only  a  representative;  and  where  we  are  engaged  in  defense  conversion. 


FULL  FLEDGED  IESC  OFFICES 

DC  ■  Defense  Conversion 
R  =  Representative 

CENTRAL  &  EASTERN  EUROPE 


Tirana,  Albania 
Sofia,  Bulgaria 
Prague,  Czech  Republic 
Budapest,  Hungary 
Warsaw,  Poland 


Krakow,  Poland 
Gdansk,  Poland         R 
Ljubljana,  Slovenia     R 
Bucharest,  Romania 
Bratislava,  Slovakia 


Additions  In  1992 

Warsaw,  Poland  DC 

Bratislava,  Slovakia         DC 


BALTICS 

Riga,  Latvia 
Tallinn,  Estonia 
Vilnius,  Lithuania 
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FULL  FLEDGED  IESC  OFFICES 

DC  ■  Defense  Conversion 
R  a  Representative 

NEW  INDEPENDENT  STATES 

/Wi'ons  to  Pale 


Almaty,  Kazakhstan 

Saratov,  Russia 

R 

Yekaterinburg,  Russia                     St  Petersburg,  Russia 

R 

Moscow,  Russia 

Tashkent,  Uzbekistan 

R 

Kytv,  Ukraine 

Almaty,  Kazakhstan 

DC 

Yerevan,  Armenia 

R              Kharklv,  Ukraine 

DC 

Tbllsl,  Georgia 

R              Nlzhny  Novogorod,  Russia 

DC 

Kishinev,  Moldova 

R              Yekaterinburg,  Russia 

DC 

Novosibirsk,  Russia 

R 

1993  Plan 
Vladivostok,  Russia 
Blshkak,  Kyrgyzstan      R 

DC  Srtes 

(other  to  be  determined) 

Kazakhstan  (1) 

Russia  (2) 

Ukraine  (1) 

J 
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ESC  PROGRAMS  IN  THE  FORMER  SOVIET  UNION 


Icuntry  Direeor  A 
(planned):  A 

:ninlry  Representative:  • 
(planned):  O 


Defense  Industry  Conversion  Team: 
(planned):  D 


DEFENSE  CONVERSION 

Unlike  our  regular  technical  assistance  projects,  we  send  teams  of  three  volunteer 
executive  couples  who  remain  for  up  to  1  year  in  a  city  like  Nizhny  Novgorod  and 
work  with  as  many  as  20  to  36  defense  industry  organizations.  If,  as  is  often  the 
case  in  the  conversion  of  weapons  to  civilian  products,  a  specialist  in  that  industry 
is  needed,  we  supplement  the  team  with  a  volunteer  executive  couple  who  works 
with  that  organization  for  up  to  3  months. 


DEFENSE  CONVERSION  RESULTS 


■  Worked  With  Over  65  Military  Plants  (750.000  workers) 
and  25  R&D  Institutes 

■  Raytheon  and  ZTS  Martin  to  Produce  Road  Pavers 
Instead  of  T-72  Tanks 

■  Arranged  for  NASA  Center  for  Technology 
Commercialization  and  Rockwell  International  to 
Visit  Cryogenics  Lab  in  Ukraine. 

■  Arranged  for  7  U.S.  Companies  to  Visit 
Nizhny  Novgorod 


This  chart  shows  defense  conversion  results  obtained  in  the  first  ten  months. 
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DEFENSE  CONVERSION 

Places 
Warsaw,  Poland 

Bratislava,  Slovakia 

Kharkiv,  Ukraine 

Nizhny-Novgorod,  Russia 

Yekaterinberg,  Russia 

Almaty,  Kazakhstan  (1993) 


WHAT'S  AHEAD? 


1993  and  BEYOND. 


WHAT  IS  WANTED 

We  feel  development  in  the  third  world  countries  and  the  transition  of  the  former 
communist  countries  to  democracies  and  market  economies  can  be  helped  on  a  cost- 
effective  basis  by  the  activities  we  have  been  providing: 

Technical  Assistance 

Trade  and  Investment  Services 

Defense  Conversion 

Environmental  Protection 

Public  Administration 

Business  Research 
Our  experience  is  that  Russia  and  the  other  former  communist  countries  want 
somebody  who  will  work  shoulder  to  shoulder  with  them  over  a  period  of  time  on 
a  person  to  person  partnership  basis  and  who  can  give  them  on  the  job  training  in 
the  day-to-day  practical  matters  of  management  in  a  market  economy  and  public 
administration  in  a  democratic  government. 

CLIENT  CONTRIBUTES 

As  a  matter  of  principle,  IESC  asks  its  clients  to  contribute  something  to  the  cost 
of  the  project.  Basically,  we  get  cash  contributions  from  the  clients  in  the  developing 
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world  and  we  get  room  and  board  from  the  clients  in  Central  and  Eastern  Europe 
and  the  Newly  Independent  States.  In  cash  alone,  since  we  began,  we  have  collected 
over  $100  million  from  clients  which  may  make  us  unique  in  the  history  of  foreign 
assistance,  but  certainly  indicates  appreciation  on  the  part  of  our  clients. 
The  services  we  offer  are  cost-effective  because: 

Cost 

1.  The  person  doing  the  project  is  unpaid. 

2.  The  IESC  network  is  in  place — 50  offices  or  representatives  around  in  the  2nd 
and  3rd  worlds.  A  headquarters  with  a  large  skills  bank  and  an  organization  with 
experience  in  articulating  the  problem  to  be  solved  and  finding  the  right  person  to 
solve  it — someone  with  experience  in  the  client's  business  or  function. 

3.  The  client  contributes  to  the  cost. 

Effective 

1.  The  IESC  volunteer  has  had  30  to  45  years  experience  in  the  client's  business 
or  function. 

2.  The  volunteer  not  only  advises,  but  helps  implement  the  improvement  program. 

3.  Thereafter,  there  is  often  a  continuing  relationship  between  the  client  on  the 
one  hand  and  the  volunteer,  IESC  or  an  American  business  on  the  other. 

4.  Humanitarian  benefits  result: 

a)  More  jobs  are  created. 

b)  Work  skills  are  improved. 

c)  Working  conditions  are  improved. 

d)  Industrial  growth  correlates  with  improving  health  care,  education,  etc. 

5.  A  valuable  by-product  is  increased  U.S.  exports. 

IESC  was  organized  in  1964  by  David  Rockefeller,  Sol  Linowitz  and  other  busi- 
ness colleagues  they  drew  into  their  plans.  In  that  year,  1964,  it  was  launched  in 
the  Rose  Garden  with  the  help  of  Lyndon  Johnson. 

The  first  project  was  started  in  January  1965,  in  Panama.  That  first  year  IESC 
completed  35  projects.  Since  then  IESC  has  completed  15,500  projects  in  over  100 
countries. 

Sol  Linowitz  once  said,  "The  best  way  to  send  an  idea  around  the  world  is  to  wrap 
it  in  a  person."  We  wrapped  it  in  15,500  persons. 

Not  only  did  David  and  Sol  start  something,  but  15  other  industrialized  nations 
picked  up  the  idea  and  created,  with  our  help,  their  own  DCSCs,  using  retired  execu- 
tives. So  we  helped  a  good  idea  spread  and  as  the  saying  goes,  "One  candle  lights 
another  without  itself  being  diminished." 

Senator  Sarbanes.  Thank  you,  sir.  I  have  a  note  from  the  Mary- 
land people,  I  know  they  interact  with  you  rather  closely,  I  know 
of  your  work  through  them. 

Next  is  Mr.  S  wen  son. 

STATEMENT  OF  JOHN  SWENSON,  ACTING  EXECUTIVE 
DIRECTOR,  CATHOLIC  RELIEF  SERVICES,  BALTIMORE,  MD 

Mr.  SWENSON.  Thank  you,  Senator.  Thank  you  very  much  for 
your  invitation  to  testify  today.  We  at  Catholic  Relief  Services  have 
been  engaged  in  issues  of  international  relief  and  development  for 
50  years.  This  year  is  our  50th  anniversary.  We  have  in  that  time 
worked  with  AID  and  other  appropriate  agencies  of  the  U.S.  Gov- 
ernment, albeit  not  without  some  degree  of  healthy  tension  in  the 
relationship. 

We  believe  that  there  is,  in  the  ending  of  the  cold  war,  a  historic 
opportunity  to  reform  and  redirect  U.S.  foreign  policy  and  U.S.  for- 
eign assistance  programs  in  a  way  that  makes  solidarity  and  devel- 
opment the  twin  pillars  of  that  policy,  and  by  extension  a  lasting 
structure  of  world  peace. 

I  have  indicated  in  my  testimony  that  we  believe  that  in  this  new 
world  the  supreme  and  uncontested  goal  of  U.S.  foreign  aid  ought 
to  be,  within  the  limits  of  our  own  national  capacity,  and  in  co- 
operation with  other  donors,  to  help  poor  people  escape  the  misery 
in  which  they  find  themselves,  that  is  to  say  the  eradication  of  pov- 
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erty,  particularly  the  degrading,  grinding,  absolute  poverty  that 
one-fifth  of  the  human  family  finds  itself  in  today. 

To  do  that  effectively,  to  provide  a  foreign  assistance  policy  and 
foreign  assistance  programs  which  reflect  the  four  priorities  which 
I  have  suggested  in  my  testimony,  my  written  testimony,  there  is 
little  question  that  there  has  to  be  a  fundamental  rewriting  of  the 
Foreign  Assistance  Act  of  1961  and  a  fundamental  restructuring  of 
the  Agency  for  International  Development  which,  as  it  currently 
exists  and  for  a  number  of  reasons  which  do  not  reflect  on  the  pres- 
ence of  very  many  talented  and  educated  people  there,  suffers  from 
poor  morale,  overlapping  and  confusing  jurisdictions,  contradictory 
policies,  slow  response  times,  and  often  unfocused  geographical  em- 
phases and  programmatic  emphases. 

Part  of  the  problem,  and  I  would  acknowledge  that  we  in  the 
PVO  community  have  in  the  past  contributed  to  it,  is  that  the  For- 
eign Assistance  Act  of  1961  has  over  the  years  grown  with  an  ac- 
cretion of  earmarks  and  single-issue  concerns  to  the  point  that  AID 
has  more  missions  than  it  probably  knows  it  has.  This  has  given 
a  confused  character  to  the  public  policy  which  sets  forth  our  for- 
eign assistance  objectives.  What  we  need  are  a  diminished  number 
of  objectives,  more  focused  objectives,  and,  as  I  have  said,  we  think 
the  centerpiece  of  those  objectives  ought  to  be  the  eradication  of 
poverty  through  the  promotion  of  sustainable  development. 

I  think  that  this  rewriting  of  the  Foreign  Assistance  Act  needs 
to  be  reflected  in  a  reorganization  of  AID  which  its  mandate  clari- 
fied is  given  a  more  streamlined  and  focused  sense  of  mission, 
probably  on  a  reduced  scale  in  terms  of  the  numbers  of  countries 
in  which  it  operates,  but  a  renewed  sense  that  it  has  a  mission  that 
is  enshrined  in  the  law,  that  it  enjoys  the  support  of  Congress  and 
of  the  administration,  and  then  can  get  on  with  its  business. 

I  think  that,  as  I  have  said,  over  the  years  PVO's  and  AID  have 
worked  in  a  rather  long  partnership  that  has  not  been  without  ten- 
sion. Again,  I  think  that  is  healthy  if  we  are  to  maintain  our  own 
independence,  the  private  agencies,  but  it  has  also  been  somewhat 
checkered.  I  think  that  AID,  with  its  multimission  mandate,  the 
demands  put  on  it  at  the  time  of  the  cold  war,  had  little  time  in 
the  overall  scheme  of  things  for  the  kind  of  development  which  we 
advocate  and  which  we  think  is  so  important  as  part  of  the  whole 
mix,  that  is  the  emphasis  on  people  where  they  are  in  their  local 
communities,  in  their  local  churches,  in  their  homes,  and  in  their 
associations. 

We  think  that  as  part  of  a  reform  of  AID  there  needs  to  be  an 
increased,  a  heightened  institutional  focus  on  the  part  of  the  agen- 
cy itself  on  people-to-people  development  and  linked  to  overall  ef- 
forts which  we  think  need  to  be  undertaken  as  well  for  bilateral 
American  assistance  which  promotes  social,  economic,  and  political 
reform  and  the  increased  participation  in  the  societies  of  the  Third 
World  of  those  who  have  least. 

What  we  are  talking  about  in  short  form  is  an  empowerment  for 
the  poor.  We  think  that  operates  both  on  a  bilateral  level  and  at 
the  grassroots  level.  We  think  that  there  needs  to  be  increasing 
emphasis  and  sharper  focus  in  the  policies  and  in  the  organiza- 
tional structure  of  AID  which  allows  these  kinds  of  emphases  to 
have  real  impact. 
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We  do  not  think  AID  ought  to  become  a  PVO  clone  or,  with  re- 
spect to  Senator  Pell,  ought  to  be  nothing  more  than  a  passthrough 
to  PVO's.  What  we  think  needs  to  exist  is  a  real  partnership,  a 
greater  two-way  exchange  of  experience  and  opportunity  between 
AID  and  the  PVO's,  and  that  a  fuller  partnership  will  develop 
based  on  commonly  shared  objectives,  objectives  which  are  de- 
signed to  alleviate  poverty  among  those  most  deprived  in  the  world 
today. 

Thank  you. 

[The  prepared  statement  of  Mr.  S  wen  son  follows:] 

Prepared  Statement  of  Mr.  Swenson 

Mr.  Chairman,  members  of  the  Subcommittee,  thank  you  for  your  invitation  to 
testify  today.  We  at  Catholic  Relief  Services  have  been  involved  in  issues  of  inter- 
national relief  and  development  for  50  years.  In  that  time  we  have  worked  with  AID 
and  other  agencies  of  the  U.S.  Government,  albeit  not  without  some  degree  of 
healthy  tension  in  the  relationship.  On  our  own  and  in  our  dealings  with  the  U.S. 
Government  we  have  advocated  policies  for  foreign  assistance  programs,  formed 
from  the  vision  of  Catholic  Social  Teaching,  that  aim  at  the  alleviation  of  poverty 
and  the  promotion  of  human  dignity  in  the  nations  of  the  Third  World.  The  ideologi- 
cal rivalry  of  the  Cold  War  often  led  to  a  politicization  of  foreign  aid  that  diverted 
attention  and  resources  from  humanitarian  and  developmental  goals.  Now  that  that 
rivalry  is  at  an  end  we  have,  I  believe,  an  historic  opportunity  to  reform  and  redi- 
rect U.S.  foreign  assistance  programs  in  a  way  that  makes  development  and  solidar- 
ity the  twin  pillars  for  a  lasting  structure  of  world  peace. 

We  are  convinced  of  the  necessity  for  moral  as  well  as  political  leadership  on  the 
part  of  the  United  States  in  the  post-Cold  War  era,  and  we  believe  that  active  soli- 
darity on  the  part  of  this  country  with  the  nations  of  the  South  is  required  in  the 
work  of  development.  That  solidarity,  beginning  with  a  reform  of  U.S.  foreign  aid 
which  focuses  on  alleviating  poverty,  will  supply  some  of  the  moral  capital  required 
for  credible  leadership  among  nations.  For  today,  as  Pope  John  Paul  II  nas  declared, 
"A  leadership  role  among  nations  can  only  be  justified  by  the  possibility  and  the 
willingness  to  contribute  widely  and  generously  to  the  common  good." 

When  we  speak  of  development,  we  do  not  mean  economic  growth  alone,  though 
that  is  essential  for  the  eventual  eradication  of  poverty  and  for  numan  progress  gen- 
erally. We  also  mean  by  the  term  the  growth  of  social  institutions  which,  in  the 
words  of  the  late  Pope  Paul  VI,  "promote  the  good  of  every  man  and  of  the  whole 
man."  Before  all  else,  in  these  terms,  development  consists  of  eliminating  the  causes 
of  poverty,  especially  the  degrading  impoverishment  that  daily  forces  a  fifth  of  the 
human  family  to  eke  out  an  existence  at  the  very  edge  of  survival.  Our  practical 
experience  01  humanitarian  relief  and  development  work  tells  us  that  where  large 
populations  subsist  in  extreme  poverty,  economic  development  ought  to  be  geared 
to  local  self-help  programs.  Such  programs,  even  while  they  improve  material  cir- 
cumstances of  a  community,  also  enhance  communal  initiative  and  contribute  to  a 
heightened  sense  of  the  participants'  dignity  as  human  beings. 

In  our  view,  then,  echoing  comments  made  by  the  Catholic  Bishops  of  this  country 
in  their  1986  Pastoral  Letter,  "Economic  Justice  for  All,"  the  supreme  and 
uncontested  goal  of  U.S.  foreign  aid  ought  to  be,  within  the  limits  of  our  national 
capacity,  and  in  coordination  with  other  donors,  to  help  poor  people  to  escape  the 
misery  in  which  they  find  themselves.  We  believe  that  it  falls  particularly  to  the 
United  States,  as  the  world's  single  superpower,  to  provide  exemplary  leadership  in 
devising  a  strategy  of  solidarity  between  the  nations  of  the  North  and  those  of  the 
South  designed  to  improve  the  quality  of  life  of  those  most  in  need.  To  achieve  that 
goal,  we  believe  that  a  radical  rethinking  and  restructuring  of  U.S.  foreign  assist- 
ance programs  is  necessary. 

The  variegated  character  of  the  current  foreign  aid  program — including,  as  it  does, 
development  aid,  security  aid,  military  aid,  food  aid,  assistance  to  refugees  and  mi- 
grants, antiterrorism,  international  narcotics  control,  loan  guarantees  to  UN  agen- 
cies— seems  ripe  for  a  fundamental  new  look,  especially  with  a  new  Administration 
and  Congress  involved.  As  embodied  in  the  Foreign  Assistance  Act  of  1961,  foreign 
aid  has  grown  and  been  modified  over  the  years,  mainly  through  accretion;  and  the 
new  global  economic  situation,  marked  by  both  political  change  and  a  sharpening 
emphasis  on  environmental  integrity  and  sustainable  development,  demands  that  it 
be  re-examined.  Many  of  the  "earmarks"  and  single-issue  concerns  were  inserted  by 
members  long  gone  from  Congress,  often  to  deal  with  situations  long  since  faded 
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into  history.  Foreign  aid  has  never,  on  its  merits,  enjoyed  broad  support  in  the  Con- 
gress; and  successive  Administrations  have  from  the  beginning  used  it  as  a  tool  of 
U.S.  foreign  policy — which  itself  faces  new  challenges. 

As  I  have  said,  we  believe  that  sustainable  development  and  the  preferential  op- 
tion for  the  poor  have  to  be  the  rationale  and  core  of  U.S.  international  assistance 
policy  and  therefore  of  foreign  aid.  This  in  our  view,  translates  into  the  four  follow- 
ing priorities  for  US  international  assistance  policy: 

1.  alleviation  of  poverty: 

2.  promotion  of  equitable  development,  which  corrects  the  current  unfair  dis- 
tribution of  its  benefits; 

3.  protection  of  the  environment,  so  that  environmental  degradation  will  not 
take  place  and  poor  people  will  not  have  to  deplete  the  natural  resources  base 
in  order  to  live  a  decent  human  life* 

4.  promotion  of  human  rights  and  democracy  in  the  developing  countries  with 
democracy  defined  as  the  protection  of  human  rights,  government  accountabil- 
ity, a  civil  society  and  full  participation  by  all  people. 

In  terms  of  actual  programs,  we  believe  that  these  priorities  look  to  a  foreign  aid 
effort  on  the  part  of  the  United  States  and  the  other  nations  of  the  North  which 
includes,  at  a  minimum,  the  following: 

1.  generous  economic  assistance,  particularly  to  the  poorest  countries  to  assist 
them  in  their  development; 

2.  reform  of  international  economic  arrangements,  particularly  global  rules  of 
trade,  to  promote  the  entry  of  poor  nations  into  the  world; 

3.  further  alleviation  of  the  debt  burden  borne  by  Third  World  nations; 

4.  humanitarian  and  refugee  assistance  to  victims  of  underdevelopment,  eco- 
logical collapse,  political  disorder  and  armed  conflict. 

Such  priorities  and  such  programs  clearly  indicate  foreign  assistance  programs 
carried  out  at  the  bilateral,  government-to-government  level,  and  at  the  grass  roots. 
The  common  thread  for  both  is  to  promote  through  direct  programs,  economic  and 
social  reform,  and  the  building  of  societies  in  which  all  may  freely  and  fairly  partici- 
pate, a  better  and  fuller  life  for  those  now  most  deprived.  In  this  sense,  we  are  advo- 
cating a  foreign  aid  program  that  is  at  its  core  centered  on  people,  their  needs  and 
aspirations.  In  such  a  context  there  is,  I  believe,  a  fruitful  and  productive  role  to 
be  played  by  private  voluntary  organizations  like  CRS,  both  on  their  own  and  in 
cooperation  with  official  U.S.  efforts. 

The  great  strength  of  private  organizations  is,  or  should  be,  that  they  work  at  the 
local  level,  among  the  poor  in  their  homes,  communities,  churches,  and  associations. 
From  that  experience,  our  programs  seek  to  derive  their  design  and  focus  their  im- 
pact on  aspirations  articulated  by  the  people  themselves.  Such  an  approach  aims  at 
improving  material  conditions,  but  just  as  importantly,  it  seeks  to  make  use  of  eco- 
nomic assistance  as  a  stimulus  to  social  organization,  to  an  increasing  sense  of 
empowerment  on  the  part  of  those  who  have  least.  It  is  at  this  level  and  with  these 
objectives  that  outside  assistance  has  the  most  effective — and  cost  effective — impact. 
It  is  just  here  that  the  private  organizations  can  help  to  ensure  that  foreign  aid  pro- 
grams have  the  kind  of  human  and  humane  effects  that  the  American  people  have 
often  indicated  they  support. 

Such  programs  can  operate  at  a  variety  of  different  levels.  They  can  include  farm- 
ers around  Baidoa  in  Somalia  who  make  the  transition  from  receiving  handouts  of 
food  to  return  to  active  farming  thanks  to  the  timely  provision  of  seeds  and  tools. 
They  include  peasants  in  the  hinterlands  of  Honduras  who  for  the  first  time  have 
access  to  a  safe,  secure  source  of  water  piped  into  their  villages  and  who  expand 
on  the  organizational  talents  that  built  the  water  system  to  work  together  to  solve 
issues  like  land  tenure  and  increased  agricultural  production.  They  include  women 
in  200  villages  in  north  east  Thailand  who  organize  themselves  to  start  village 
banks  and  thereby  have  access  to  credit  for  the  first  time  in  their  lives,  banks  which 
have  a  repayment  rate  of  100  percent. 

It  is  efforts  like  these  that  need  to  be  enhanced  and  strengthened  in  the  future. 
There  needs  to  be,  as  Brian  Atwood  has  noted  at  his  confirmation  hearing,  an  em- 
phasis on  the  results  of  development  activities  rather  than  only  on  the  expenditures 
involved.  In  working  out  strategies  and  programs  that  better  the  lives  of  individual 
human  beings,  the  private  agencies  have  a  wealth  of  experience — of  success  and,  at 
times,  of  failure — that  can  usefully  inform  and  help  to  guide  official  assistance  ef- 
forts. There  must  be  an  openness  on  both  sides  to  substantively  evaluate  risks  and 
opportunities  if  that  contribution  is  to  have  its  best  effect. 

There  is  a  long  history  of  PVO-AID  partnership.  It  is  also  a  somewhat  checkered 
partnership.  Development  drawn  from  the  community  has  not  always  found  favor 
with  U.S.  Government  officials.  This  has  not  necessarily  been  a  matter  of  ill-will, 
but  rather  a  reflection  of  the  welter  of  goals  and  objectives  those  officials  have  had 
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to  try  to  accommodate.  Add  to  that  the  competitive  pressures  of  the  Cold  War,  and 
it  is  not  difficult  to  see  how  the  development  agenda  of  AID  has  reached  the  con- 
fused state  it  stands  at  today.  Mr.  Atwood  is  quite  correct  in  saying  that  AID  can 
not  be  all  things  to  all  people.  What  is  essential  at  this  moment  is  to  clearly  define 
what  the  agency  and  U.S.  foreign  assistance  policy  should  be.  I  have  already  given 
you  my  recommendation  on  that  score. 

If  the  AID-PVO  partnership  is  to  reach  its  most  productive  potential,  then  there 
will  have  to  be  new  structures  for  the  relationship.  They  must  be  based  on  mutual 
respect  and  open  dialogue.  The  issue  is  not  one  01  funding  at  its  core,  but  of  an  ap- 
proach to  the  process  of  development  that  places  its  first  emphasis  on  people  and 
not  on  the  counting  of  beans.  AID  is  not  and  should  not  strive  to  become  a  PVO 
clone.  Rather,  it  should  be  allowed  to  diminish  and  sharpen  its  objectives,  to  give 
priority  to  the  alleviation  of  poverty,  to  take  the  risks  which  development  inevitably 
entails.  We  have  ample  evidence  that  development  launched  from  the  shadow  of  a 
green  eye-shade  is  tentative  and  often  too  timid  to  have  real  results.  A  commitment 
to  a  development  policy  which  aims  at  the  alleviation  of  poverty  is  the  right  thing 
to  do.  It  is  also  in  our  best  interests,  because  a  clear  commitment  to  promote  equi- 
table development  through  foreign  aid  and  other  means  will  act  to  alleviate  prob- 
lems which  could  bring  about  long-term  conflict  between  the  North  and  the  South. 

In  the  months  ahead,  a  new  Foreign  Assistance  Act  will  need  to  be  written  which 
will  hopefully  reflect  a  more  focused  foreign  aid  program.  There  will  also  need  to 
be  a  radical  restructuring  of  AID  to  accommodate  a  different  and  more  focused  mis- 
sion. We  look  forward  to  participating  in  the  process  which  will  bring  both  of  these 
activities  to  fruition. 

Senator  Sarbanes.  Thank  you. 
Mr.  DeVecchi. 

STATEMENT  OF  ROBERT  P.  DeVECCHI,  PRESIDENT, 
INTERNATIONAL  RESCUE  COMMITTEE,  NEW  YORK,  NY 

Mr.  DeVecchi.  Thank  you,  Mr.  Chairman.  Let  me  first  acknowl- 
edge the  kind  words  of  Senator  Pell.  In  1956  a  tall,  straight,  erect 
young  American  stood  in  Vienna  and  went  to  the  border  of  Hun- 
gary and  singlehandedly  took  part  in  the  rescue  of  Hungarians 
fleeing  that  country  during  the  Hungarian  revolution.  Claiborne 
Pell  has  been  a  much  admired  figure  for  years  in  the  refugee  relief 
community. 

The  International  Rescue  Committee  is  actually  marking  its  60th 
anniversary  this  year,  having  been  founded  1  week  after  Adolf  Hit- 
ler became  chancellor  of  Germany  at  the  instigation  of  Albert  Ein- 
stein and  a  group  of  other  scientists  and  intellectuals.  Its  mission 
really  continues  to  be  the  same  today  as  it  was  then,  and  that  is 
to  offer  relief  and  succor,  as  appropriate,  to  those  in  need. 

Let  me  focus,  if  I  may,  on  the  topic  at  hand,  and  that  is  the 
Agency  for  International  Development  relationships  with  private 
voluntary  organizations  and  in  particular  on  the  area  of  most  con- 
cern to  me,  which  is  emergency  relief  such  as  we  are  seeing  today 
in  former  Yugoslavia,  in  Somalia,  and  we  had  previously  seen  in 
Kurdistan  and  in  northern  Iraq,  because  I  think  these  are  very  im- 
portant partnership  activities  that  involve  the  Federal  Government 
and  the  private  sector,  and  ones  that  will  be  increasingly  repeated 
in  the  years  ahead. 

One  of  the  distinct  characteristics  of  the  post-cold  war  environ- 
ment, I  believe,  is  an  increasingly  close  relationship  that  organiza- 
tions are  having  with  a  segment  of  the  Agency  for  International 
Development  called  the  Office  of  Foreign  Disaster  Assistance,  or 
OFDA.  I  am  rather  humbled  in  talking  about  OFDA  here  because 
the  person  who  more  than  anyone  else  is  responsible  for  the  suc- 
cess of  this  arm  of  Government,  Julia  Taft,  is  sitting  at  this  wit- 
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ness  table.  But  let  me  say  that  I  believe  the  Office  of  Foreign  Dis- 
aster Assistance  has  carved  out  for  itself  a  particular  position  of 
significance  and  distinction  in  the  relief  community,  ana  is  single- 
handedly  responsible  for  the  saving  of  literally  millions  of  lives 
around  the  world. 

The  characteristics  that  best  define  the  Office  of  Foreign  Disaster 
Assistance  in  my  view  include  its  ability  to  mount  rapid  responses, 
to  act  with  flexibility  and  with  imagination,  and  to  deploy  experi- 
enced staff  on  very  short  notice  to  areas  of  crisis  arouna  the  world, 
and  in  doing  so  to  forge  linkages  with  nongovernmental  organiza- 
tions and  implementing  partners  in  ways  that  guarantee  mutual 
trust,  respect,  and  close  cooperation. 

In  recent  years  my  organization  has  collaborated  with  the  Office 
of  Foreign  Disaster  Assistance  in  northern  Iraq,  in  Kurdistan,  and 
is  presently  working  in  the  former  Yugoslavia  and  in  Somalia. 
Unhindered  by  the  need  for  permanent  AID  missions  in  countries 
where  central  authorities  have  ceased  to  exist,  the  OFDA  teams, 
better  known  as  Disaster  Assistance  Relief  Teams  or  DART  teams, 
are  often  the  first  governmental  entities  on  the  scene. 

Their  initial  assessments  are  often  undertaken  with  the  partici- 
pation of  nongovernmental  organization  persons  and  other  experts 
such  as  medical  staff  from  the  Centers  for  Disease  Control.  The 
more  leisurely  pace  of  assessments  and  evaluations  and  more  as- 
sessments, and  so  on,  have  no  place  in  the  lexicon  of  OFDA's  disas- 
ter response. 

In  my  view  OFDA  should  stand  as  a  model  of  how  governments 
should  and  could  act  in  the  face  of  extreme  adversity.  If  I  am  cor- 
rect in  my  assumptions,  the  next  decades  will  see  more,  not  fewer, 
foreign  disasters  of  the  kind  we  are  witnessing  today.  I  believe  it 
to  be  in  our  national  interest  that  OFDA  not  only  be  sustained  and 
supported,  but  protected  as  best  possible  from  creeping  bureauc- 
ratization. 

I  regret  to  say  that  I  am  beginning  to  see  in  the  present  vacuum 
in  the  leadership  in  AID  increasing  bureaucratization  which  I  hope 
the  new  administration  will  be  quick  to  try  to  stifle,  because  if  so 
the  creativity,  the  flexibility,  the  rapid  response  could  easily  be 
lost. 

Mr.  Chairman,  I  would  like  to  address  one  other  AID-NGO  col- 
laborative effort  which  I  believe  is  beneficial  to  all  concerned,  and 
this  is  outside  the  work  of  the  Office  of  Foreign  Disaster  Assist- 
ance. I  am  referring  here  to  the  concept  of  umbrella  grants  in 
emergency  relief  whereby  AID  identifies  and  funds  a  lead  non- 
governmental organization  in  a  given  place  and  charters  that  agen- 
cy with  developing  and  evaluating  subgrants  to  a  host  of  smaller 
and  often  indigenous  NGO's. 

Most  often  these  NGO's  have  the  expertise  to  carry  out  very  ef- 
fective and  very  low  cost  programming,  but  lack  the  centralized 
headquarters  structure  to  meet  AID^  reporting  requirements. 
Often  as  well  the  grants  are  relatively  small.  Thus,  for  example,  an 
umbrella  grant  of  $5  million  could  result  in  19  to  20  subgrants, 
each  performing  vital  functions  in  areas  of  desperate  neea.  The 
subgrantees  provide  their  financial  and  programmatic  reporting 
back  to  the  single  lead  nongovernmental  organization  which  in 
turn  is  the  sole  reporter  to  AID. 
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This,  I  submit,  is  a  concept  which  is  imaginative,  is  flexible,  is 
advantageous  to  the  taxpayer,  and  is  programmatically  most  effi- 
cient. 

My  organization  has  for  the  past  several  years  administered  such 
grants  in  direct  collaboration  with  local  AID  missions,  for  example 
in  Pakistan  and  in  Afghanistan  and  in  eastern  Sudan.  I  believe 
this  vehicle  for  delivering  services  is  both  cost-efficient  and  cost-ef- 
fective, and  would  urge  its  continuation  and  replication,  especially 
in  refugee  rehabilitation,  repatriation,  and  reintegration  programs. 

My  final  point,  Mr.  Chairman,  is,  I  regret  to  say,  I  agree  with 
Mrs.  Taft,  although  we  had  not  discussed  this  previously,  is  to 
voice  my  concern  about  the  very  onerous  reporting  requirements 
that  have  been  imposed  on  the  nongovernmental  organization  com- 
munity through  what  is  called  OMB  Circular  A-133  audits.  The 
staff  time  and  expense  that  must  be  dedicated  to  fulfilling  the  re- 
quirements of  these  audits  represent  in  my  view  a  sad  waste  of 
human  energy  and  resources  and  of  taxpayers'  money,  especially 
when  those  same  energies  and  resources  and  moneys  could  be  put 
directly  to  use  to  benefit  those  with  the  greatest  of  needs. 

In  coming  down  from  New  York  today  I  was  given  a  draft,  it  is 
56  pages  long,  of  an  audit  of  one  small  grant  of  my  organization. 
I  will  he  reading  this  tonight  and  trying  to  make  sense  of  it.  I  sub- 
mit this  is  not  the  best  use  of  my  time  or  of  the  taxpayers'  money. 
We  all  recognize  the  need  for  accountability,  but  there  are  limits, 
and  in  my  view  the  requirements  of  OMB  Circular  133  go  beyond 
those  limits. 

So,  to  sum  up,  Mr.  Chairman,  let  me  cast  two  ringing  endorse- 
ments, one  for  AID's  Office  of  Foreign  Disaster  Assistance  and  for 
AID's  Umbrella  Grant  Program,  and  plead  with  you,  the  sub- 
committee, and  your  fellow  members  of  Congress  to  help  us  obtain 
relief  from  the  unnecessary  burdens  of  OMB  Circular  133. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  DeVecchi  follows:] 

Prepared  Statement  of  Mr.  DeVecchi 

Mr.  Chairman,  members  of  the  Subcommittee,  my  name  is  Robert  P.  DeVecchi, 
President  of  the  International  Rescue  Committee. 

Marking  its  60th  year  of  continued  service  on  behalf  of  refugees  and  the  victims 
of  oppression,  the  IRC  is  involved  today  in  every  major  refugee  crisis.  In  29  areas 
around  the  world,  the  DlC  is  providing  emergency  relief  aid,  health  and  sanitation 
services  in  refugee  camps,  resettlement  assistance  to  refugees  seeking  asylum  and 
advocating  continuously  for  the  rights  of  refugees,  for  their  well-being  and  for  their 
protection. 

From  a  budget  of  under  $20,000,000  not  too  manyyears  ago,  the  ntC  today  budg- 
ets its  worldwide  mission  in  excess  of  $60,000,000.  This  is  a  reflection  of  the  turbu- 
lent world  we  live  in,  marked  by  increasing  violence,  wars,  mass  movements  of  peo- 
ples and  the  intense  proliferation  of  ethnic  tensions  around  the  globe.  Indeed,  the 
post  cold  war  world  bears  many  traces  of  being  a  more  unstable,  violent  and  tumul- 
tuous one  than  the  cold  war  world  in  which  we  lived  for  so  many  years. 

One  of  the  distinct  characteristics  of  this  new  environment,  at  least  as  regards 
the  IRC,  its  programs  and  its  funding  sources,  has  been  an  increasingly  close  rela- 
tionship with  the  Agency  for  International  Development  (AID),  and  in  particular  its 
office  of  Foreign  Disaster  Assistance  (FDA).  Along  with  our  more  traditional  partner 
in  government,  the  Department  of  State's  Bureau  for  Refugee  Programs  (BRP),  FDA 
has  carved  out  for  itself  a  position  of  particular  significance  and  distinction. 

The  characteristics  that  best  define  FDA,  in  my  view,  include  their  ability  to 
mount  rapid  responses,  act  flexibly  and  with  imagination,  deploy  experienced  staff 
on  short  notice  to  areas  of  crisis  and  to  forge  linkages  with  non-governmental  imple- 
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meriting  partners  in  ways  that  guarantee  mutual  trust,  respect  and  close  collabora- 
tion. 

In  recent  years,  the  IRC  and  OFDA  have  collaborated  on  joint  efforts  in  areas  of 

6 articular  danger  and  incertitude.  I  refer  here  specifically  to  Northern  Iraq,  or 
urdistan,  and  to  former  Yugoslavia.  Unhindered  by  the  need  for  permanent  mis- 
sions, in-country  agreements  and  the  like,  OFDA  teams — better  known  as  Disaster 
Assistance  Relief  Teams  (DART) — are  often  the  first  governmental  entities  on  the 
scene. 

Their  initial  assessments,  often  undertaken  with  the  participation  of  NGO  staff 
and  others  such  as  medical  staff  from  the  Centers  for  Disease  Control  (CDC)  are 
coupled  with  the  beginnings  of  relief  operations.  The  more  leisurely  pace  of  assess- 
ments, evaluations,  more  assessments,  etc.  have  no  place  in  their  disaster  response 
mode. 

In  my  view,  OFDA  should  stand  as  a  model  of  how  governments  should — and 
could — act  in  the  fact  of  adversity.  If  I  am  correct  in  my  assumptions  that  the  next 
decades  will  see  more,  not  fewer  foreign  disasters,  I  believe  it  is  to  our  national  in- 
terest that  OFDA  be  sustained,  supported  and  protected  as  best  possible  from  creep- 
ing bureaucratization.  It  is  truly  a  remarkable  operation. 

Mr.  Chairman,  I  would  like  to  speak  briefly  about  another  AD3-NGO  collaborative 
effort  which  I  believe  benefits  all  and  maximizes  the  programmatic  use  of  foreign 
aid  dollars. 

I  refer  here  to  the  concept  of  the  "umbrella  grant"  whereby  AID  funds  a  lead 
agency  in  a  given  place  and  charges  that  agency  with  developing,  making  and  evalu- 
ating sub-grants  to  a  host  of  smaller  and  often  indigenous  NGO's.  Most  often  these 
NGO's  have  the  expertise  to  carry  out  effective  programming,  but  lack  the  central- 
ized headquarters  structure  to  meet  AID  reporting  requirements.  Often  as  well  the 
grants  are  of  relatively  small  size.  Thus  an  umbrella  grant  of,  say,  $5,000,000  could 
result  in  19  to  20  sub-grants,  each  performing  a  vital  function.  The  sub-grantees  pro- 
vide financial  and  programmatic  reporting  back  to  the  single  lead  NGO  which,  in 
turn,  is  the  sole  reporter  to  AID. 

The  IRC  has,  for  the  past  several  years,  administered  such  grants  in  direct  col- 
laboration with  the  local  AID  mission  in  Pakistan/Afghanistan  and  in  the  Sudan. 
I  believe  this  vehicle  for  delivering  services  is  both  cost  efficient  and  program  effec- 
tive. Again,  I  would  urge  its  continuation  and  replication,  especially  in  AID  refugee 
rehabilitation,  repatriation  and  re-integration  programs  in  remote  parts  of  the 
world. 

My  final  point,  Mr.  Chairman,  is — I  regret  to  say— one  that  is  less  positive  than 
the  first  two.  I  must  raise  my  voice  with  all  those  in  the  NGO  community  who  decry 
the  overly  detailed,  cumbersome  and  time  consuming  reporting  requirements  under 
the  OMB  Circular  A-133  audit.  The  staff  time  and  expense  that  must  be  dedicated 
to  fulfilling  these  requirements  represent  a  sad  waste  of  human  energy  and  re- 
sources, especially  when  those  same  energies  and  resources  could  be  put  directly  to 
use  to  benefit  those  in  great  need. 

We  all  recognize  the  need  for  accountability.  But  there  are  limits  and,  in  my  view, 
the  requirements  of  OMB  Circular  A-133  go  beyond  those  limits. 

To  sum  up,  Mr.  Chairman,  let  me  cast  two  ringing  endorsements  of  AID's  Office 
of  Foreign  Disaster  Assistance  and  for  its  Umbrella  Grants,  while  pleading  with  you 
and  the  Subcommittee  to  help  us  obtain  relief  from  the  unnecessary  audit  burdens 
of  OMB-Circular  A-133. 

Thank  you  again,  Mr.  Chairman. 

Senator  Sarbanes.  Thank  you. 
Mr.  Fornos. 

STATEMENT  OF  WERNER  FORNOS,  PRESIDENT,  POPULATION 
INSTITUTE,  WASHINGTON,  DC 

Mr.  FORNOS.  Thank  you,  Mr.  Chairman.  Let  me  congratulate  you 
for  your  leadership  in  calling  this  meeting  on  the  role  and  experi- 
ence of  NGO's  in  relation  to  the  fiscal  year  1994  foreign  assistance 
authorization.  The  Population  Institute  is  the  only  organization  to 
testify  today  that  receives  no  U.S.  Government  money.  We  may 
have  to  start  by  eliminating  AID  altogether  and  USIA  and  the 
State  Department,  and  restructure  a  new  international  organiza- 
tion that  comes  to  grips  with  the  realities  that  we  are  going  to  be 
facing  in  the  next  20  years.  It  can  be  done,  and  you  made  a  begin- 
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ning  on  that,  on  the  redrafting  of  the  whole  foreign  aid  bill  which 
then  sadly  failed  in  last  year's  session. 

The  Population  Institute  has  members  in  170  countries,  over 
100,000  at  the  moment  and  growing;  80,000  of  them  are  Ameri- 
cans. I  have  personally  worked  in  12  developing  countries  as  an  ad- 
viser on  program  implementation. 

PI  at  the  moment  is  heavily  engaged  in  preparations  for  the 
International  Conference  on  Population  and  Development  which  is 
slated  for  Cairo  in  September  1994.  We  have  just  finished  a  very 
successful  nongovernmental  organization  consultation  in  Santo  Do- 
mingo in  the  Dominican  Republic  with  grassroots  family  planning 
workers. 

We  also  are  funding  a  major  conference  in  the  Middle  East, 
under  the  sponsorship  of  Queen  Noor,  to  try  to  stimulate  in  the 
Middle  East  region — one  of  the  most  rapidly  growing  regions — fam- 
ily planning  consciousness  and  a  desire  to  come  to  grips  with  popu- 
lation problems.  We  will  bring  together  representatives  of  some  60 
NGO's  in  Amman,  Jordan,  on  November  26  to  see  how  they  can 
interact  in  breaking  that  male  domination  in  the  Middle  East, 
where  women  still  have  an  average  of  seven  children.  Indeed  when 
people  look  at  problems  in  family  planning,  male  attitudes  may  be 
the  greatest  obstacle  to  solving  the  problem. 

We  have  found  that  programs  that  we  have  found  that  work  best 
are  those  that  are  indigenously  managed  and  community-based. 

One  of  the  questions  that  perplexes  us  at  the  moment  is  the  role 
of  the  donor  community,  especially  the  U.S.  donor  community.  We 
are  holding,  on  July  30  in  Oslo,  a  conference  of  all  European  donors 
who  have  major  NGO  input  to  see  how  we  can  accelerate  European 
contributions  in  the  development  process.  But  what  about  the  role 
of  the  United  States?  What  should  its  functions  be  in  population 
efforts? 

We  believe  that  its  No.  1  role  should  be  work  in  leadership  devel- 
opment to  achieve  the  earliest  possible  population  stabilization, 
with  multinationals  and  nongovernment  organizations  participat- 
ing in  that  process.  NGO's  have  traditionally  launched  and  pre- 
sented population  and  family  planning  programs  in  developing 
countries  where  governments  are  slow  to  act. 

Second,  we  feel  that  technical  assistance,  information  sharing, 
promotion  of  sustainable  development,  and  sustained  economic 
growth  comprise  the  heart  of  the  U.S.  population  program  for  the 
future.  But  there  is  good  news  and  bad  news.  The  good  news  is 
that  a  small  NGO  operating  out  of  Boston,  MA,  was  able  to  keep 
a  clinic  open  overnight  when  the  generators  failed.  The  NGO  flew 
a  generator  in  and  the  clinic  never  missed  a  patient  call.  That 
might  have  taken  weeks,  even  months  through  government  bureau- 
cratic redtape  before  we  finally  could  get  that  kind  of  approval 
moving. 

Now,  the  bad  news.  I  have  been  working,  and  many  other  people 
have  been  working,  with  Pakistan  for  the  last  few  years.  You  may 
recall  that  last  year  the  Congress  exempted  nongovernmental  orga- 
nizations working  in  family  planning  from  the  provisions  on  terror- 
ism and  nuclear  weapons  development. 

Yet,  despite  that  vote  by  both  Houses  and  the  President's  signa- 
ture, it  now  appears,  from  a  cable  I  received  last  Friday,  that  the 
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family  planning  program  they  had  been  developing  for  2  years  in 
200  centers  throughout  Pakistan,  effecting  300,000  of  the  poorest 
of  women  in  that  country,  is  to  be  shut  down  by  June  30  because 
of  a  misinterpretation  of  congressional  intent. 

I  would  like  to  give  this  memo  to  your  staff  and  see  whether  you 
might  be  able  to  do  something  about  it. 

Senator  Sarbanes.  Please  do,  so  we  will  take  a  look  at  it. 

Mr.  Fornos.  Thank  you.  Second,  I  think  that  the  U.S.  population 
programs  should  be  strongly  involved  in  commodity  support  since 
most  of  the  patents  are  held  by  Germany,  Japan,  and  the  United 
States.  We  should  help  in  infrastructure  development,  operational 
research,  achievement-oriented  evaluations,  and,  in  all  of  our  ef- 
forts, stress  should  be  placed  on  respect  for  human  rights.  Pro- 
grams supported  by  the  United  States  must  be  voluntary,  rational, 
humane,  and  respectful  of  national  cultures  and  religious  views.  At 
a  minimum,  the  time  has  come  to  mandate  the  participation  of 
women  in  the  design,  planning,  and  implementation  of  programs 
aimed  at  improving  their  quality  of  life. 

I  think  it  is  important  that  in  report  language  and  in  amend- 
ments, whatever  future  shape  American  population  assistance 
takes,  that  we  involve  women.  Most  of  these  programs  are  designed 
for  women  and  women  have  the  greatest  burdens  to  bear.  They  do 
two-thirds  of  the  world's  work,  earn  only  one-tenth  of  the  world's 
income,  and  own  less  than  1  percent  of  the  property.  It  is  time  that 
we  empower  women  in  programs  that  are  so  often  managed  by  men 
like  myself. 

Let  me  just  close  with  these  demographic  imperatives.  We  are 
now  at  5.5  billion  people  and  we  are  on  a  path  to  grow  in  less  than 
40  years  to  over  10  billion.  The  continent  of  Africa  is  experiencing 
at  the  moment  a  3  percent  growth  rate.  That  means  Africa  will 
double  its  population  in  only  20  years.  Throughout  the  world,  we 
are  looking  at  90  nations  whose  human  numbers  will  double  in  30 
years  or  less.  And  if  you  were  to  look  at  the  whole  population  pic- 
ture, where  we  are  after  20  years  of  population  work,  70  percent 
of  all  population  growth  is  taking  place  in  only  20  countries. 

We  can  reach  sustainable  development  if  we,  in  harmony  with 
our  other  development  partners,  slow  down  the  stork  and  even  clip 
it  where  necessary,  but  through  voluntary  and  rational  means. 

Thank  you  very  much,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Fornos  follows:] 

Prepared  Statement  of  Mr.  Fornos 
introduction 

Mr.  Chairman,  I  am  Werner  Fornos,  president  of  the  Population  Institute,  a 
Washington,  D.C.  nonprofit  organization  dedicated  for  the  past  24  years  to  seeking 
a  more  equitable  balance  between  the  world's  population,  its  environment  and  its 
resources. 

Perhaps  more  than  at  any  time  since  the  conclusion  of  World  War  II,  the  global 
community  today  has  an  opportunity  to  determine  its  own  destiny  and  to  ensure 
peace  and  prosperity. 

As  the  last  remaining  superpower,  the  United  States  has  enormous  new  respon- 
sibilities in  these  challenging  times.  More  than  any  other  nation,  ours  is  in  a  posi- 
tion to  shape  the  future  of  the  planet  for  years  to  come. 

If  we  fail  to  grasp  this  opportunity  boldly,  an  already  fragile  world,  one  beset  with 
problems  ranging  from  ethnic  and  cultural  to  environmental  and  economic,  may 
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reach  a  precipice  in  human  history  more  frightening,  more  dangerous  than  that  of 
the  Cold  War. 

For  some  40  years,  nations  of  the  world  have  been  preoccupied  with  the  most  effi- 
cient and  effective  means  of  destroying  one  another.  We  must  now  shift  our  focus 
to  how  we  can  best  live  with  one  another  in  peace  and  harmony.  Success  or  failure 
in  this  endeavor  hinges  largely  on  the  ability  of  the  United  States  and  the  industri- 
alized world  to  extend  technology  and  resources  that  will  reasonably  ensure  an  im- 
proved quality  of  life  for  less  affluent  regions  of  the  world. 

The  government  of  the  United  States  can  lead  the  way  toward  redefining  the 
time-worn  geopolitical  gauge  of  power  as  an  ability  to  wage  destruction  to  a  more 
rational  measure  of  an  ability  to  offer  hope.  If  we  act  with  wisdom,  courage,  convic- 
tion and  dispatch,  we  can  provide  a  foundation  for  global  security  and  stability  un- 
paralleled in  the  annals  of  humankind. 

Today  the  population  of  the  world  is  5.5  billion  and  it  is  projected  to  double  in 
only  40  years.  Four-fifths  of  the  Earth's  inhabitants  live  in  developing  countries — 
those  least  able  to  afford  to  feed,  educate  and  employ  their  current  populations.  Yet 
these  >-?ry  countries  must  accommodate  95  percent  of  the  nearly  100  million  people 
added  to  the  world  each  year. 

If  the  world's  human  numbers  are  to  be  brought  into  balance  with  nature  and  re- 
sources, there  clearly  must  be  an  acceleration  of  population  and  family  planning  in- 
formation, education,  motivation  and  services.  For  the  United  States  government  to 
once  again  become  a  strong  and  active  partner  in  this  effort — especially  after  12 
years  of  wholesale  abrogation  of  our  responsibilities  in  multilateral  population  as- 
sistance— it  would  be  constructive  to  revise  our  thinking  and  our  priorities  with  re- 
gard to  foreign  assistance. 

I.  RESTRUCTURING  FOREIGN  AID 

While  there  may  be  disagreements  on  specific  details,  if  ever  there  was  near  una- 
nimity in  the  United  States  Congress  on  a  single  issue  I  believe  it  exists  on  the  need 
to  restructure  foreign  aid. 

Historically,  foreign  aid  has  been  maligned  by  the  American  public,  who  regard 
it  with  views  ranging  from  grave  doubt  to  outright  distrust.  Much  of  this  malevo- 
lence is  undeserved.  I  am  convinced  that  a  great  deal  of  the  problem  is  that  when 
we  discuss  foreign  aid  we  tend  to  include  military  programs  of  gigantic,  some  would 
say  outrageous,  proportions. 

Reasonable  persons  can  debate  whether  the  United  States  should  remain  armed 
to  the  teeth  or  scale  down  its  war  machinery  to  bare  bones.  But  there  would  be  no 
logic  in  continuing  to  place  military  expenditures  in  any  agency  budget  other  than 
the  Department  of  Defense. 

For  example,  assistance  to  North  Atlantic  Treaty  Organization  countries  is  not  a 
legitimate  foreign  assistance  expense.  United  States  aid  to  Turkey,  Greece  and  Por- 
tugal primarily  involves  U.S.  security  objectives.  We  are  essentially  paying  for  mili- 
tary assistance.  We  are  paying  foreign  military  personnel  to  perform  duties  that 
higher  salaried  U.S.  military  personnel  would  otherwise  carry  out.  Now  this  may 
be  classified  as  defense  or  security  spending,  but  it  certainly  should  not  be  classified 
as  foreign  assistance. 

Similarly,  it  makes  little  sense  for  the  House  Agriculture  Committee  to  have  au- 
thorizing responsibility  for  Public  Law  480,  while  the  House  Foreign  Operations  ex- 
ercises funding  responsibility  for  it.  There  are  similar  incongruities  in  the  Senate, 
where  the  Banking  Committee  has  authorizing  jurisdiction  over  the  Export-Import 
Bank,  but  the  appropriation  responsibility  falls  under  Senate  Foreign  Operations. 

Congress  should  also  consider  shifting  other  programs  that  are  only  marginally 
related  to  foreign  assistance  to  departments  where  oversight  and  accountability 
would  be  more  logical.  Serious  thought  might  be  given  to  shifting  the  Export-Import 
Bank  and  the  Overseas  Private  Investment  Corporation  to  the  Department  of  Com- 
merce and  P.L.  480,  Titles  I,  II  and  HI,  and  the  Commodities  Credit  Corporation 
to  the  Department  of  Agriculture. 

These  shifts  would  permit  Congress  and  its  Committees  to  deal  with  apples  and 
apples  rather  than  with  apples  and  oranges.  I  also  believe  they  could  instill  the 
trust  and  confidence  in  humanitarian  assistance  that  has  been  sadly  lacking  for  a 
number  of  years. 

II.  POPULATION  AS  A  BUDGET  LINE  ITEM 

International  population  assistance  may  be  the  most  sensitive  and  vulnerable  seg- 
ment of  humanitarian  aid.  There  is  a  readiness  to  identify  with  many  of  the  prob- 
lems that  U.S.  foreign  assistance  is  intended  to  alleviate— for  example,  health  and 
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agriculture.  Health  programs  are  designed  to  prevent  diseases  and  agricultural  pro- 
grams aim  to  prevent  malnutrition  and  starvation,  all  problems  of  obvious  urgency. 

Population  and  family  planning  programs,  on  the  other  hand,  deal  with  long- 
range  issues  that  governments,  by  and  large,  tend  to  bypass  or  overlook.  Yet  an  ac- 
celeration of  population  and  family  planning  assistance  is  the  most  cost-effective 
means  of  reducing  child  and  maternal  morbidity,  malnutrition  and  starvation,  as 
well  as  environmental  degradation  and  resource  depletion. 

I  am  not  suggesting  that  population  and  family  planning  aid  is  miracle  cure  or 
panacea  for  all  the  world's  ills.  But  I  do  suggest  that  unchecked  population  growth 
proliferates  a  wide-range  of  global  problems  from  health  and  hunger,  to  deforest- 
ation and  desertification,  to  poverty  and  unemployment. 

As  a  former  state  legislator,  I  can  well  understand  the  push  to  eliminate  budget 
earmarks.  As  a  pragmatist,  however,  I  also  understand  that  even  with  the  very  best 
of  intentions  there  is  a  tendency  for  long-range  programs — such  as  population  and 
family  planning — to  be  assigned  priorities  lower  than  matters  of  obvious  urgency — 
such  as  disaster  relief  in  Ethiopia,  Somalia  or  Bangladesh. 

My  concern  is  that  if  there  is  no  budget  specification  for  population  and  family 
planning  aid,  it  will  become  lost  in  the  frenzy  to  solve  the  crisis  of  the  moment.  Of 
course  the  United  States  government  must  respond  to  cries  for  help  when  major  dis- 
asters occur.  At  the  same  time,  population  funds  must  not  become  the  U.S.  inter- 
national emergency  relief  fund,  nor  must  they  become  the  cookie  jar  that  other  for- 
eign assistance  programs  can  raid  at  will.  There  is  simply  too  much  at  stake.  The 
United  States  government  has  effectively  dealt  itself  out  of  major  multilateral  popu- 
lation programs  for  the  past  8  years.  And,  as  former  World  Bank  President  Robert 
McNamara  once  said,  time  lost  in  the  effort  to  stabilize  world  population  can  never 
be  recovered. 

If  there  were  an  ironclad  means  to  guarantee  U.S.  population  and  family  planning 
assistance,  I  would  certainly  be  most  interested  in  looking  at  it.  But  until  a  better 
way  to  protect  the  perpetuation  of  U.S.  international  population  support  can  be 
found,  the  Population  Institute  must  strongly  recommend  retaining  population  as- 
sistance as  a  line  item  in  the  foreign  aid  budget. 

The  Institute  further  calls  upon  Congress  to  earmark  for  international  population 
assistance  4  percent  of  all  United  States  overseas  development  assistance.  Such  a 
commitment  would  uphold  the  Clinton  administration  pledge  to  resume  U.S.  leader- 
ship in  population  stabilization  efforts.  It  should  be  noted  that  Norway  currently 
commits  4.5  percent  of  its  entire  overseas  development  assistance  to  population  as- 
sistance. 

III.  UNFPA  FUNDING 

In  1985  the  Reagan  administration  withdrew  all  United  States  government  funds 
from  the  United  Nations  Population  Fund  (UNFPA),  the  largest  multilateral  pro- 
vider of  international  population  assistance.  At  that  time,  16  percent  of  U.S.  inter- 
national population  aid  was  earmarked  for  the  U.N.  agency. 

The  Clinton  administration  has  proposed  resuming  U.S.  support  for  UNFPA,  with 
the  inclusion  of  $50  million  in  its  1994  foreign  assistance  proposal  for  this  purpose. 
I  cannot  overstate  the  importance  of  resuming  the  U.S.  contribution  to  UNFPA.  The 
demand  for  UNFPA  support  exceeds  the  Fund's  budget  by  some  $500  million.  Many 
countries,  particularly  countries  of  sub-Saharan  Africa,  with  the  fastest  growing 
population  in  the  world,  want  to  expand  their  current  population  programs.  Mean- 
while, new  requests  are  coming  in  from  the  Commonwealth  of  Independent  States, 
from  the  Baltic  states  and,  increasingly,  from  Eastern  Europe. 

More  than  100  countries  contribute  to  UNFPA,  but  the  bulk  of  its  support  is  from 
a  handful  of  donors  including  Japan,  the  Netherlands,  Norway,  Finland,  Germany, 
Sweden,  Denmark,  England  and  Canada. 

To  better  understand  the  consequences  of  the  United  States  withdrawing  its  con- 
tribution to  UNFPA  during  the  Reagan-Bush  era,  it  should  be  remembered  that  the 
U.S.  government  was  the  leading  contributor  to  UNFPA  from  its  inception  in  1967 
until  1985.  If  the  United  States  nad  contributed  just  at  the  $46  million  level  man- 
dated by  the  U.S.  Congress  in  1985,  over  the  last  7  years  the  Fund  would  have  had 
$322  million  more  to  respond  to  requests  for  population  assistance  from  the  poorest 
countries  in  the  world. 

It  is  important  to  mention  that  more  than  230  non-governmental  organizations 
(NGOs),  most  of  them  working  at  the  international  level,  have  cooperated  with  the 
Fund  in  carrying  out  population-related  activities  in  such  areas  as  family  planning 
research,  training  and  awareness  creation. 

Many  of  these  international  NGOs  are  based  in  the  United  States,  including  the 
Population  Council,  the  Program  for  the  Introduction  and  Adaptation  of  Contracep- 
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tive  Technology/Program  for  Appropriate  Technology  in  Health  (PLACT/PATH),  The 
Johns  Hopkins  University,  Harvard  University,  Family  Health  International,  the 
University  of  Michigan,  the  International  Institute  for  Vital  Registration  and  Statis- 
tics and  the  Center  for  Development  and  Population  Activities  (CEDPA).  In  1992, 
UNFPA  allocated  $14.6  million  to  projects  executed  or  implemented  by  NGOs. 

IV.  POPULATION  PROGRAMS  AND  HUMAN  RIGHTS 

Considering  the  fact  that  51  percent  of  couples  in  the  developing  world  use  contra- 
ceptives, there  have  been  relatively  few  reports  of  forced  or  coerced  family  planning. 

But  it  cannot  be  denied  that  force  and  coercion  have  occurred.  In  India,  back  in 
1977,  opposition  to  compulsory  birth  control  led  to  the  defeat  of  Prime  Minister 
Indira  Gandhi.  Throughout  the  1980s,  there  have  been  allegations  of  forced  abor- 
tions in  the  family  planning  program  of  the  People's  Republic  of  China. 

The  extent  to  which  force  has  been  used  in  the  population  programs  of  India  and 
China,  as  well  as  the  role  the  governments  of  these  countries  nave  had  in  perpetrat- 
ing force  or  coercion,  is  debatable.  When  Prime  Minister  Gandhi  returned  to  power, 
she  insisted  that  allegations  of  her  government's  participation  in  compulsory  birth 
control  programs  were  false.  The  People's  Republic  of  China  steadfastly  denies  that 
force  and  coercion  underpin  its  family  planning  efforts.  At  the  same  time,  modern 
contraceptives  have  a  well-established  role  in  the  family  planning  efforts  of  both 
India  and  China.  The  U.S.  government  should  support  only  the  elements  of  family 
planning  programs  that  are  predicated  on  voluntarism — including  education,  moti- 
vation ana  the  delivery  of  services. 

V.  CHOICES  AND  RESPONSIBILITY 

According  to  the  International  Planned  Parenthood  Federation,  some  500  million 
women  around  the  world  lack  quality  family  planning  services.  International  popu- 
lation assistance  must  aim  to  accommodate  this  vast  unmet  need. 

The  reduction  of  world  population  growth  will  involve  a  considerable  acceleration 
of  investment  in  family  planning  education,  motivation  and  services,  combined  with 
a  much  greater  investment  in  elevating  the  status  of  women  worldwide. 

Women  perform  two-thirds  of  the  world's  work,  yet  have  only  one-tenth  of  the 
world's  income  and  own  less  than  1  percent  of  its  property. 

Evidence  from  a  cross  section  of  developing  countries  shows  that  where  females 
lack  secondary  education  they  average  seven  children  during  their  reproductive  life- 
time. But  where  40  percent  of  all  women  have  had  a  secondary  education,  they  aver- 
age only  three  children. 

According  to  the  World  Health  Organization,  only  9  percent  of  reproductive  age 
women  in  the  developing  world  used  family  planning  20  years  ago  compared  to  50 
percent  today.  During  that  same  period,  total  fertility  in  the  developing  world  has 
declined  from  an  average  of  6.1  children  per  woman  to  3.9  percent. 

Women  are  certainly  burdened  with  more  than  their  fair  share  of  the  load.  In  ad- 
dition to  primary  responsibility  for  caring  for  and  rearing  their  children,  cooking 
meals  and  performing  most  or  all  of  the  household  chores,  poor  women  in  the  devel- 
oping world  must  gather  firewood,  carry  water  from  sources  that  are  often  long  dis- 
tances from  their  homes,  and  help  plant  and  plow  fields.  Women,  in  fact,  produce 
up  to  70  percent  of  the  developing  world's  food. 

But  while  women  generally  do  more  than  their  share  of  implementing  develop- 
ment programs,  they  are  too  often  bypassed  when  it  comes  to  planning,  and  manag- 
ing them.  U.S.  development  aid — and  certainly  the  portion  of  this  aid  involving  pop- 
ulation and  family  planning — can  have  an  integral  role  in  the  enhancement  of  the 
status  of  women.  Our  support  for  international  population  efforts  should  include  a 
requirement  that  women  must  be  involved  at  all  levels  in  the  design,  planning  and 
implementation  of  programs.  It  is  a  string  to  humanitarian  aid  that  we  have  been 
long  overdue  in  attaching. 

In  addition  to  widening  educational  and  employment  opportunities  for  women,  an- 
other significant  factor  in  reaching  a  small  family  norm  would  be  greater  male  re- 
sponsibility in  family  planning.  In  many  parts  of  the  world,  male  attitudes  toward 
fatherhood,  women  and  children  loom  as  large  as  the  low  status  of  women — and,  in- 
deed, have  a  bearing  on  women's  status — in  determining  high  fertility. 

A  drawback  to  greater  male  reproductive  responsibility  is  the  lack  of  birth  control 
methods  for  men,  who  are  virtually  limited  to  the  use  of  condoms  and  withdrawal. 
There  is  an  urgent  necessity  to  develop  more  reliable,  effective  and  safe  contracep- 
tives for  men.  This  is  an  area  of  research  that  requires  a  great  deal  more  attention, 
but  could  have  a  substantial  impact  on  lowering  fertility  as  more  and  more  men 
around  the  world  recognize  that  birth  control  is  not  exclusively  a  concern  of  women. 
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VI.  CONCLUSION 


To  summarize,  the  Population  Institute  recommends  that  Congress: 

— Reorganize  foreign  assistance  to  place  the  Export-Import  Bank  under  the  De- 
partment of  Commerce;  the  Commercial  Credit  Corporation  and  PL  480  under 
the  Department  of  Agriculture  and  military  support  of  NATO  under  the  De- 
partment of  Defense. 

— International  population  assistance  should  he  a  line  item  in  overseas  develop- 
ment and  calculated  at  4  percent  of  foreign  assistance. 

— The  U.S.  government  should  restore  its  contributions  to  the  U .N.  Population 
Fund  (UNFPA)  and  16  percent  of  all  U.S.  international  population  assistance 
should  be  earmaked  for  UNFPA. 

— The  U.S.  government  should  make  it  clear  that  it  will  not  tolerate  force  or 
coercion  and  that  population  and  family  programs  it  supports  will  be  based 
on  voluntarism,  education,  motivation  and  the  delivery  of  services. 

— In  addition  to  promoting  universal  availability  and  access  to  a  wide  range  of 
contraceptives,  the  U.S.  government  should  promote  both  raising  the  status 
of  women  and  male  reproductive  responsibility. 

[Additional  material  from  Mr.  Fornos  may  be  found  in  committee  files.] 

Senator  Sarbanes.  Thank  you.  We  thank  all  of  the  panel.  Let  me 
just  put  the  question  to  you  that  I  put  to  the  other  panel  because 
I  want  to  get  it  on  the  record.  How  much  public  money,  as  a  rough 
percentage  of  your  overall  budget,  does  each  organization  receive? 
None,  I  understand,  the  Population  Institute? 

Mr.  Fornos.  None. 

Senator  Sarbanes.  Julia? 

Ms.  Taft.  With  regard  to  Interaction's  members,  $1.5  billion 
comes  from  private  sources  and  $600  million  from  AID,  but  half  of 
that  is  commodities  and  food  programs. 

Senator  Sarbanes.  Is  that  the  money  that  is  not  to  InterAction 
but  is  to  the  member  organizations  of  InterAction? 

Ms.  Taft.  That  is  to  member  organizations  of  InterAction.  How 
much  money  do  we  personally  get  as  InterAction?  We  are  a  pass- 
through,  like  an  umbrella  grant,  for  domestic  refugee  programs  for 
Amerasian  refugees,  which  is  about  a  $1  million  program,  and  we 
get  $800,000  from  our  member  agencies,  and  the  balance  of  our 
program  is  about  $500,000  which  comes  from  special  grants  from 
AID  for  women's  issues,  for  disaster  coordination,  and  for  helping 
increase  participation  of  African  counterpart  NGO's  in  AID  pro- 
grams. 

I  can  submit  for  the  record  some  detail  on  this. 

Senator  Sarbanes.  If  you  would. 

[The  information  referred  to  follows:] 

Interaction,  American  Council  for 
Voluntary  International  Action, 

Washington,  DC, 

June  1,  1993. 
Senator  Paul  S.  Sarbanes, 
Chairman,  Subcommittee  on  Economic  Policy,  Trade,  Oceans  and  Environment 

Dear  Chairman  Sarbanes:  Thank  you  for  giving  me  the  opportunity  to  testify  be- 
fore your  subcommittee  on  behalf  of  the  InterAction  community.  In  response  to  your 
request  at  the  hearing  on  May  19,  I  have  enclosed  a  financial  statement  which  out- 
lines our  grants  from  the  U.S.  government  as  well  as  private  grants  and  revenue 
from  membership  dues  and  other  private  sources. 

The  material  documents  that  in  1992,  InterAction  received  $2,378,671  from  the 
U.S.  government.  We  implement  several  programs  using  funds  from  the  U.S.  gov- 
ernment, including  an  Amerasian  resettlement  program,  a  program  to  coordinate 
PVO  disaster  response  activities  with  OFDA,  and  a  program  that  assists  in  the  co- 
ordination of  U.S.  PVO'8  and  the  AID  Africa  Bureau. 
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In  1992,  InterAction  received  $1,100,472  in  private  funds  from  member  organiza- 
tions and  other  sources,  and  $124,300  from  foundations  as  grants. 

If  you  require  additional  information,  please  do  not  hesitate  to  contact  me. 
Sincerely, 

Julia  V.  Taft, 
President  and  CEO,  InterAction 

InterAction:  American  Council  for  Voluntary  International  Action — Balance  Sheet 

[December  31.  1992  (with  comparative  totals  for  December  31,  1992)) 


Assets 


1992 


Unrestricted       Restricted 


Total 


1991  total 


Current  assets: 

Cash  (including  money  market) $133,991 

Accounts  receivable  (note  2) 15,687 

Federal  grants  receivable 6,431 

Prepaid  expenses 

Interfund  receivable 


Total  current  assets 

Other  assets: 

Security  deposits  

Other  assets  

Furniture  and  equipment  (net  of  accumulated  depreciation  of  $97,227 
and  $73,778,  respectively)  (note  1)  


156,109 

12,370 
627 

44,073 


$10,868  $144,859  $170,303 

689  16,376  14,422 

32,213  38,644     

176  176  2,840 

13,674  13,674  28.462 


57,620       213,729        216.027 


12,370         12.297 
627     


44,073         39,863 


Total  assets 


213.179         57,620       270,799        268,187 


Current  liabilities: 

Accounts  payable 

Sales  payable  

Interfund  payable  

Capital  equipment  lease 
Deferred  revenues 


Total  current  liabilities 


Fund  balances  (deficit): 

General/unrestncted  

Women  in  Development  (Joselow  Foundation)  

Sustainable  Development  (Packard/public  welfare  foundations) 
PVO  Standards  (Rockefeller  Brothers  Fund)  


Total  fund  balances 


2.880 
15,608 
13,674 


32,162 


181,017 


7,900 


10,780 
15,608 
13,674 


37.727         37,727 


45,627         77,789 


10,367 
1,626 


13.232 
11,807 
28.462 
2.518 
30.145 


86,164 


181,017  157.992 

922 

10.367  19.084 

1,626  4,025 


181.017         11.993        193,010        182,023 


Total  liabilities  and  fund  balances 


213,179 


57.620   270,799   268,187 


See  notes  to  the  financial  statements 
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Senator  Sarbanes.  Mr.  Carroll? 

Mr.  Carroll.  We  got  $23  million  in  1992. 

Senator  Sarbanes.  From  AID? 

Mr.  Carroll.  From  AID,  yes,  sir.  And  we  got  $5  million  from  the 
clients  and  $1  million  from  corporations  and  private  individuals 
and  foundations.  I  do  not  know  if  you  are  interested,  but  the  value 
of  the  990  volunteers  was  valued  at  $27  million. 

Senator  Sarbanes.  Right.  In  other  words  those  people  go  and 
they  do  not  get  paid  for  wnat  they  are  doing,  is  that  right? 

Mr.  Carroll.  That  is  right.  If  they  did  add  consultant  fees  that 
are  customary  in  AID  it  would  be  at  about  $27  million. 

Senator  Sarbanes.  Thank  you.  Mr.  Swenson? 

Mr.  Swenson.  Counting  the  value  of  Public  Law  480,  title  2, 
commodities  and  ocean  freight,  it  runs  between  70  and  75  percent. 

Senator  Sarbanes.  OK 

Mr.  DeVecchi.  Not  counting  any  commodities,  the  International 
Rescue  Committee's  budget  is  approximately  $60  million,  of  which 
about  $22  million  are  from  U.S.  Government  sources.  The  balance 
are  from  the  U.N.  and  from  private  contributions  around  the  world. 

Senator  Sarbanes.  Now,  just  to  be  clear  on  one  thing,  OMB's 
Circular  A-133  is  not  statutorily  required,  am  I  correct? 

Mr.  Swenson.  That  is  correct. 

Senator  Sarbanes.  There  may  be  an  auditing  requirement,  but 
it  does  not  necessarily  require  this  particular  circular. 

Mr.  Taft.  That  is  correct. 

Senator  Sarbanes.  It  could  be  changed 

Mr.  Swenson.  If  there  was  a  will  to  change  it. 

Senator  Sarbanes  [continuing].  Easily  by  the  OMB  or  by  an  ad- 
ministration. Is  that  not  correct? 

Mr.  Swenson.  That  is  correct. 

[Ms.  Taft  nods  affirmatively.] 

Senator  Sarbanes.  Now,  what  is  your  view  of  a  suggestion  that 
AID  should  be  moved  out  of  operations  and  become  a  contracting 
organization  or  a  grant  organization? 

I  guess  that  means  additional  moneys  would  come  to  the  NGO's 
or  maybe  the  money  would  work  through  the  international  institu- 
tions. You  would  have  a  government  group  with  government  money 
that  would  decide  among  competing  submissions  from  nongovern- 
ment organizations  as  to  who  should  get  these  funds  to  carry  out 
particular  objectives. 

Does  anyone  have  any  view  on  that? 

Ms.  Taft.  Yes,  I  would  like  to  say  a  couple  of  words  about  this 
because  nongovernmental  organizations  are  not  the  conduits  of 
U.S.  foreign  policy.  Where,  as  John  Swenson  pointed  out,  there  is 
a  commonality  of  interest,  both  trying  to  achieve  the  same  humani- 
tarian objective  or  the  objective  at  the  local  level,  we  can  work  in 
partnership.  But  there  are  many  aspects  of  our  program  which  are 
not  contractual.  I  think  we  have  to  be  very  careful  as  citizens  that 
a  bunch  of  contractors  are  not  carrying  forward  the  policy  of  the 
United  States,  the  embodiment  of  our  policies  as  a  country. 

However,  there  are  a  number  of  intermediary  organizations 
which  would  be  very  good  in  facilitating  certain  priority  objectives, 
democracy  building,  sustainable  development,  refugee  assistance. 
We  ought  to  look  at  more  multilateral  approaches  for  that. 
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But  I  personally,  and  I  must  say  "personally"  since  I  just  started 
my  position  with  InterAction,  I  think  the  United  States  needs  to 
be  a  leader  in  development  assistance  in  the  world.  I  think  it  is  in 
our  national  interest  to  do  so.  To  not  have  development  assistance 
carried  out  in  some  measure  by  skilled  diplomats  and  development 
people  within  a  U.S.  agency,  would  be  a  mistake.  There  is  a  leader- 
ship role  in  policy  dialog  which  needs  to  go  on  which  the  United 
States  should  not  just  contract  out  across  the  board. 

Senator  Sarbanes.  Mr.  Swenson? 

Mr.  Swenson.  I  think  there  are  important  policy  objectives  that 
our  foreign  assistance  programs  need  to  aim  at,  and  I  think  public 
policy  ought  to  be  carried  out  by  responsible  public  officials  and  not 
by  a  bunch  of  contractors.  I  think  what  needs  to  happen  is  AID 
needs  to  be  leaner,  more  focused,  and  to  get  out  of  the  capital  cities 
and  into  the  countrysides,  to  design  programs  of  development  as- 
sistance which  serve  overall  development  objectives  and 
overarching  U.S.  foreign  assistance  objectives  throughout  the 
world. 

We  certainly  have  absolutely  no  interest  in  becoming  an  AID  con- 
tractor. AID,  as  I  have  tried  to  indicate  in  my  testimony,  I  think 
has  to  work  on  two  levels,  one  on  the  bilateral  and  one  on  the 
grassroots.  I  think  managing  a  large  number  of  contractors  on 
whatever  level  is  not  the  way  to  carry  out  the  public's  business  on 
these  issues. 

Mr.  DeVecchi.  Speaking  again  from  the  emergency  relief  aspect, 
I  would  go  back  to  my  comments  about  the  effectiveness  of  the  Dis- 
aster Assistance  Relief  Teams,  the  DART  teams,  and  would  point 
to  the  Somalia  episode  as  being  indicative.  The  deployment  there 
of  an  AID  DART  team,  and  I  think  Ambassador  Oakley  and  others 
would  confirm  what  I  am  saying,  was  absolutely  critical  in  coordi- 
nating the  roles  of  the  military,  of  the  U.N.,  of  the  NGO's,  and  of 
all  of  those  involved  in  this  humanitarian  intervention  episode. 

I  believe  that  the  unspoken  heroes  really  of  AID  that  take  part 
in  the  Disaster  Assistance  Relief  Teams  perform  a  very  vital  func- 
tion that  no  contracting  organization  could  do,  and  I  would  particu- 
larly say  that  their  role  will  be  more  important  as  the  role  of  the 
military  in  humanitarian  intervention  in  failed  states  around  the 
world  takes  on  increasing  importance. 

Senator  Sarbanes.  Does  anyone  else  want  to  comment  on  this 
point? 

Mr.  Carroll.  Senator  Sarbanes,  I  have  trouble  with  the  ques- 
tion. I  thought  largely  what  AID  was  doing  was  in  fact  making 
grants  and  contracting  out  for  services. 

Senator  Sarbanes.  Well,  no,  they  do  a  considerable  amount  of  di- 
rect operations,  and  it  has  been  suggested  by  some  that  they  ought 
to  be  moved  out  of  that  activity  and  that  these  operations  should 
be  done  through  contracting  as  well. 

Mr.  Carroll.  Or  grants  to  PVO's. 

Senator  Sarbanes.  Well,  I  mean  whoever. 

Mr.  Carroll.  I  cannot  respond  intelligently  to  your  question  be- 
cause I  do  not  know  what  the  functions  are  that  they  conduct 
themselves. 
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Senator  Sarbanes.  All  right,  fine.  Now  let  me  ask  you  this  ques- 
tion, Mr.  Carroll,  were  you  here  when  Ambassador  Polansky  was 
talking  about  the  Citizens  Democracy  Corps? 

Mr.  Carroll.  Yes,  I  was. 

Senator  Sarbanes.  Well,  are  they  doing  some  of  the  things  that 
your  group  has  been  doing: 

Mr.  Carroll.  Yes,  they  are. 

Senator  Sarbanes.  Does  that  make  sense? 

Mr.  Carroll.  Well,  we  were  surprised  because  we  thought  the 
Citizens  Democracy  Corps  was  set  up  as  a  collection  point,  sort  of 
a  place  where  all  organizations,  PVO's,  IESC,  and  others  would  be 
collected,  what  they  were  doing  would  be  collected  and  it  would  be 
almost  a  library.  So  we  are  surprised  that  they  are  doing  in  some 
respects  what  we  are  doing.  It  does  not  particularly  upset  me  or 
our  organization. 

Senator  Sarbanes.  At  least  not  yet. 

Mr.  Carroll.  At  least  not  yet,  yes.  [Laughter.] 

But  in  any  event,  if  it  is  competition  tne  clients  would  be  the 
beneficiaries. 

The  question  also  you  asked  in  the  previous  session  was  should 
we  have  some  better  organization  and  control  or  should  we  let  the 
PVO's  operate  pretty  freely.  I  would  like  to  say  I  would  support 
Ambassador  Polansky  and  the  lawyer,  Mr.  D'Alemberte,  in  feeling 
that  the  least  governed  are  the  best  governed.  In  our  experience, 
we  have  about  50  offices  around  the  world,  we  operate  and  work 
with  other  PVO's,  universities  on  the  ground.  In  this  situation  the 
people  do  very  well,  I  think,  working  together. 

Senator  Sarbanes.  Well,  do  they  always?  Let  me  ask  Mr. 
DeVecchi,  what  about  in  the  area  where  you  work  with  refugees? 
Sometimes  you  seem  to  have  all  kinds  of  groups  falling  all  over  one 
another.  You  are  a  long-established  organization  with  a  good  track 
record,  and  you  have  been  in  there,  but,  on  occasion,  when  these 
crises  arise,  all  of  a  sudden  there  seem  to  be  people  tripping  all 
over  one  another.  And  that  is  just  looking  at  American-based 
groups.  Then  you  have  groups  coming  from  other  countries,  you 
nave  international  organizations. 

Maybe  I  am  missing  a  point  here,  but  I  have  got  to  believe  that 
not  all  of  this  stumbling  over  one  another  is  productive,  but  per- 
haps I  am  wrong. 

Mr.  DeVecchi.  Yes,  there  is  often  stumbling  and  often  in  the  ini- 
tial phase,  but  I  think  one  thing  that  I  have  learned  in  my  experi- 
ence in  disaster  relief  is  that  there  is  always  eventually  more  to  do 
than  the  people  who  are  willing  to  stay  there  for  the  long  term  can 
do.  And  what  has  evolved  in  places  like  Thailand  and  Cambodia 
and  Afghanistan  and  Somalia  and  Sudan,  et  cetera,  are  coordinat- 
ing groups  of  voluntary  agencies  who  willingly  form  a  nucleus  to 
get  together  to  make  sure  that  the  tripping  over  each  other  is  mini- 
mized. 

In  this  instance,  in  these  instances  often  if  there  is  a  disaster  re- 
lief team  from  AID  they  take  the  lead  role  in  helping  to  form  that 
coordinating  mechanism. 

Senator  Sarbanes.  Now,  is  this  an  area  of  activity  for  the  new 
U.N.,  assuming  that  the  end  of  the  cold  war  means  there  is  a  new 
U.N.? 
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Mr.  DeVecchi.  I  think  undoubtedly  it  is  one  of  the  great  chal- 
lenges for  the  new  U.N.,  either  the  U.N.  High  Commissioner  for 
Remgees  or  the  newly  created  Under  Secretary  Department  for  Hu- 
manitarian Affairs.  Absolutely. 

Senator  Sarbanes.  Does  anyone  else  want  to  comment  on  this 
point? 

Mr.  Swenson.  I  would  agree,  Senator,  but  I  think  the  much  her- 
alded Department  of  Humanitarian  Affairs  has  to-date  been  a  sig- 
nificant disappointment.  Apparently  the  Under  Secretary  or  Assist- 
ant Secretary  does  not  have  sufficient  authority  to  coordinate  with- 
in the  U.N.  system.  If  the  U.N.  is  going  to  be  effective  in  playing 
this  role,  and  I  think  they  should,  it  has  got  to  get  control  of  its 
own  administrative  house,  including  providing  some  sort  of  line  au- 
thority not  only  over  the  central  U.N.  bureaucracy  but  the  collat- 
eral agencies  like  UNICEF,  the  UNDP,  and  other  agencies  who 
participate. 

If  the  U.N.  is  going  to  play  the  overall  coordinating  role  it  has 
got  to  get  its  own  act  together  in  terms  of  coordinating  its  many 
and  varied  activities,  and  there  has  to  be  a  clear  line  of  authority 
all  the  way  down  through  the  bureaucracy  at  the  U.N.  so  that  it 
can  play  the  role.  I  do  not  believe  as  presently  constituted  and  with 
the  current  powers  DHA  can  play  a  very  effective  role  at  all.  What 
we  really  need  is  basic  reform  of  the  U.N.  system. 

Senator  Sarbanes.  There  seems  to  be  an  explicit  assumption 
here  that  a  more  clearly  focused  U.S.  AID  program  with  fewer, 
more  clearly  stated  goals  would  in  fact  bring  greater  public  support 
for  the  AID  program.  Is  that  right? 

Mr.  Swenson.  I  believe  that,  yes. 

Senator  Sarbanes.  It  is  not  quite  clear  to  me  why  that  would  be 
the  case.  In  fact,  the  accretion  of  additional  goals  might  have  ini- 
tially brought  support  for  the  AID  program.  I  do  not  know  whether 
a  clear,  more  narrowed  focus  is  going  to  give  you  greater  support 
if  you  are  then  shucking  off  other  goals  and  objectives  which  have 
served  to  gain  some  support  for  the  AID  program. 

Ms.  Taft.  It  is  true,  and  this  is  why  there  is  a  Christmas  tree 
in  AID.  But  our  coalition  is  concerned  about  the  viability  of  AID 
trying  to  simultaneously  do  security  assistance,  ESF  programs,  ex- 
port promotion,  "Buy  America"  promotion,  democracy  building, 
NGO,  disaster  relief,  population.  There  are  just  too  man  initiatives. 
Those  pieces  may  need  to  be  done  and,  in  many  cases,  they  should 
be  but  the  question  is  whether  or  not  AID  should  take  the  lead  on 
a  lot  of  structural  adjustment  issues  that  we,  in  fact,  have  empow- 
ered the  World  Bank  to  deal  with,  or  whether  the  export  promotion 
functions  should  be  a  Commerce  Department  and  U.S.  trade  rep- 
resentative responsibility. 

Maybe  we  should  not  saddle  AID  with  the  lead  on  all  those  is- 
sues because  then  what  happens  is  AID  personnel  skills  would  be 
in  macroeconomy  as  opposed  to  community  development  or  popu- 
lation or  any  kind  of  technical  competence  required  for  sustainable 
development  programs.  That  is  not  to  say  these  are  not  important 
goals  to  be  achieved  in  U.S.  relationships  overseas,  but  rather  that 
AID  should  not  necessarily  be  saddled  with  all  of  those  responsibil- 
ities. 

Senator  Sarbanes.  All  right.  Mr.  Fornos. 
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Mr.  Fornos.  Historically  what  has  happened  is  this:  When  Sen- 
ator Humphrey  tried  to  get  through  the  last  reform  bill,  they  count- 
ed votes  and  found  there  were  cardinals  that  they  had  to  worry 
about  in  the  House  who  did  not  want  to  lose  any  of  their  power. 
And  so  any  recommendations  were  doomed  that  would  strip  away 
the  Export-Import  Bank,  as  my  testimony  does,  and  move  Public 
Law  480  into  Agriculture  and  the  Commodities  Credit  Corporation, 
where  it  belongs.  And  the  $5.7  billion  military  assistance  program 
which  was  merely  paying  for  our  hidden  costs  in  Europe.  I  mean, 
we  are  paying  foreign  troops  to  do  jobs  cheaper  than  American  sol- 
diers can  do  them  and  that  should  be  in  the  Defense  Department 
budget. 

If  you  strip  a  true  humanitarian  development  bill,  I  think  you 
can  marshal  the  kind  of  resources  that  Ms.  Taft  talks  about  from 
millions  of  Americans  who  understand  what  it  is  all  about.  But  to 
subsidize  guns  to  some  place  in  the  foreign  aid  bill  just  in  the  cur- 
rent setting  does  not  make  any  sense  any  more. 

Senator  Sarbanes.  What  about  the  possibility  that  having  it 
there  may  act  as  a  constraint  upon  it  and  that  if  you  put  it  in  the 
military  budget  it  is  liable  to  get  clear  sailing.  Therefore,  at  a  time 
when  we  have  limited  resources  the  end  result  is  going  to  be  to 
move  the  priorities  in  a  direction  in  which  most  of  the  people  at 
the  table  would  not  want  to  see  them  move.  Is  that  a  possibility? 

Mr.  Fornos.  What  I  am  saying  is  I  think  you  can  get  fiscal  sup- 
port by  moving  them  out  and  still  keeping  the  level  of  foreign  as- 
sistance under  a  truly  humanitarian  assistance  bill,  and  we  all 
would  have  to  work  on  that. 

Senator  Sarbanes.  Do  you  think  if  you  put  it  over  in  the  defense 
budget  the  U.S.  foreign  military  assistance  would  be  more  or  less? 

Mr.  Fornos.  Given  the  nature  of  recent  years  growth  in  defense 
it  probably  would  be  more,  but  it  would  not  come  out  of  the  human- 
itarian budget.  It  would  be  a  shift  in  Mr.  Aspin  making  priorities 
about  where  to  spend  the  money.  The  lobby  would  be  the  same. 
You  would  have  60  Turkish  parliamentarians  walk  in  the  moment 
they  decide  to  cut  assistance  to  Turkey. 

Senator  Sarbanes.  Well,  if  you  want  to  shift  resources  out  of  se- 
curity purposes  into  development  and  humanitarian  purposes,  I  am 
not  sure  the  way  to  do  it  is  to  put  the  security  issue  in  the  defense 
budget.  It  seems  to  me  the  end  result  of  that  is  going  to  be — do  you 
mean  you  are  going  to  take  the  function  out  and  keep  the  money 
in? 

Mr.  Fornos.  That  is  right.  That  is  correct.  [Laughter.] 

Let  them  struggle  with  the  function. 

Senator  Sarbanes.  That  is  so  far  beyond  the  sort  of  bounds  of 
realism,  I  had  not  even  considered  that  possibility.  Otherwise  I 
think  you  may  be  working  against  yourself  in  terms  of  reordering 
the  priorities. 

Mr.  Fornos.  But  you  keep  taking  a  little  piece  out  of  the  human- 
itarian assistance  every  year,  so  that  part  shrinks  and  shrinks  and 
shrinks,  whereas  reprioritizing  may  be  a  battle  for  a  few  years.  But 
I  think  it  is  something  we  can  achieve  by  the  year  2000. 

Senator  Sarbanes.  If  you  took  the  function  out  and  the  money 
went  with  it  you  would  be  back  in  the  same  spot,  and  then  you 
would  see  which  money  would  rise  faster.  And  on  that  premise  I 
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think  probably  the  security  money  would  rise  faster  if  it  found  it- 
self in  a  different  home.  But  I  do  not  think  you  are  going  to  be  able 
to  take  the  function  away  and  keep  the  money. 

Ms.  Taft.  I  think  it  gets  back  to  the  question  of  whether  or  not 
there  is  a  constituency  for  the  concept  of  foreign  assistance.  There 
is  no  question  in  our  minds  that  there  is  a  very  strong,  broadly 
based  constituency  in  every  congressional  district  in  this  country 
for  the  types  of  programs  and  concerns  that  we  represent  here. 

The  problem  is  that  in  the  mind  of  the  media  and  the  attacks 
that  have  been  publicly  made  against  AID  by  the  commingling  of 
objectives,  whether  it  is  arms  merchants  or  whether  it  is  security 
assistance  or  whether  it  is  support  for  regimes  in  developing  coun- 
tries where  most  of  the  money  is  not  distributed  to  anyone  besides 
the  elite  of  the  society.  Those  are  the  bad  stories  of  foreign  assist- 
ance. Unfortunately  it  taints  all  of  the  good  and  important  develop- 
ment assistance  programs  that  are  community-based  development 
and  humanitarian  relief. 

The  only  thing  gluing  together  support  for  some  of  these  other 
programs  is  the  fact  that  disaster  assistance,  refugee  programs,  hu- 
manitarian relief,  and  development  programs  are  really  what  the 
American  people  want.  We  get  saddled  on  restraints  because  we 
are  perceived  to  be  part  of  broader  security  and  economic  support 
components  to  which  we  are  not  really  related. 

Senator  Sarbanes.  Well,  I  really  think  you  have  to  think  that 
through.  I  do  not  think  that  is  the  congressional  perception  of 
where  the  support  comes  from.  It  would  be  our  perception  that  on 
much  of  the  foreign  assistance  the  heavy  lifting  is  perhaps  done  in 
the  security  and  economic  support  fund  areas,  which  also  relates 
to  the  issue  of  earmarks.  It  may  be  well  to  criticize  the  earmarks, 
but  it  is  the  earmarks  that  again  provide  much  of  the  heavy  lifting 
in  a  political  sense  to  move  tnese  programs  through  the  Congress. 

I  think  there  is  a  constituency  of  the  sort  you  are  describing 
across  the  country,  but  whether  it  is  the  predominant  constituency 
I  think  is  a  much  tougher  question. 

Mr.  Swenson  says  we  think  the  focus  ought  to  be  on  eliminating 
poverty.  The  immediate  response  to  that  by  many  Americans  is 
what  about  eliminating  poverty  right  here?  Then  you  say  the  pov- 
erty we  are  talking  about  eliminating  far  exceeds  the  poverty  you 
are  talking  about  right  here.  But  people  do  not  want  to  hear  that. 
They  experience  the  poverty  right  here,  and  that  is  what  is  in  front 
of  them  and  on  their  agenda. 

Mr.  Swenson.  That  is  not  necessarily  the  answer.  The 
answer 

Senator  Sarbanes.  Is  to  do  both,  probablv. 

Mr.  Swenson.  From  our  view,  from  the  background  that  we  talk 
from,  from  the  tradition  of  Catholic  social  teaching  the  answer  is 
both. 

Senator  Sarbanes.  This  is  something  that  needs  to  be  explored 
because  I  don't  think  that  the  perception  you  voiced  in  that  last 
statement  of  what  the  political  dynamic  is  in  the  country  in  terms 
of  support,  is  the  perception  of  many  Members  of  Congress. 

Ms.  Taft.  Well,  you  have  given  us  a  very  good  challenge  to  work 
on  because  we  believe  it  is  there.  However,  if  you  have  not  heard 
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it,  the  challenge  is  really  on  us  to  make  our  public  support  more 
visible  because  we  think  we  are  in  the  right. 

Mr.  Swenson.  But  the  argument  was  always  made  up  here  in 
the  years  of  the  cold  war  that  it  was  the  communist  menace  and 
the  need  to  line  up  as  many  friends  around  the  world  as  possible 
for  the  United  States  and  its  allies,  is  all  that  justified  foreign  aid. 
But  that  is  not  there  anymore.  I  think  a  new  atmosphere  in  foreign 
assistance,  a  lot  of  those  earmarks  come  out  of  that  same  kind  of 
past  and  we  are  going  to  have  to  explore  them  to  see  what  the  real 
constituency  base  is. 

I  think  we  are  betting,  based  on  our  own  experience  of  our  own 
constituencies,  that  foreign  assistance  that  can  be  shown  to  have 
real  impact  on  the  lives  of  people  in  real  need  will  have  the  support 
of  the  American  people.  That  gets  most  often  demonstrated,  I 
think,  in  these  emergencies.  Well,  they  are  clearly  demonstrated  in 
the  emergencies.  That  is  quite  true,  but  that  is  only  a  portion  and 
really  not  the  major  portion  of  the  AID  programs  we  are  talking 
about. 

Senator  Sarbanes.  Yes,  if  you  get  some  terrible  disaster  that  oc- 
curs somewhere  in  the  world,  you  get  this  outpouring.  They  want 
the  Government  to  do  something  about  it,  they  raise  a  lot  of  money 
privately,  they  put  the  ads  in  the  newspaper,  new  groups  emerge 
that  are  doing  it  whose  performance  record  may  be  suspect,  I 
guess,  on  occasion.  I  gather  there  is  that  problem  that  arises  in  the 
private  sector.  And  you  do  get  a  sort  of,  kind  of  an  emotional  out- 
pouring of  response. 

But  for  the  longer  run,  tougher  work  that  is  not  triggered  to  that 
kind  of  immediate  catastrophe,  I  think  it  is  a  different  situation. 

Ms.  Taft.  Sir,  the  environmental  groups  have  given  all  of  us  a 
great  high  mark  to  work  toward  because  there  is  no  question  about 
the  relationship  they  have  been  able  to  draw  between  what  hap- 
pens in  the  developing  world  or  in  rain  forests  overseas  versus 
what  is  happening  in  the  United  States.  I  think  it  is  incumbent  on 
our  community  to  be  able  to  draw  examples  of  the  global  linkages 
and  why  it  is  important  that  Americans  care  about  and  actively 
work  for  sustainable  development  overseas. 

Senator  Sarbanes.  Is  it  the  view  of  the  people  at  the  table  that 
a  more  clearly  defined  focus  would  lead  to  greater  support  for  the 
assistance  at  roughly  current  levels?  Or  at  lower  levels?  Or  at  high- 
er levels?  What  levels  are  you  projecting  in  your  thinking  as  you 
talk  about  creating  this  new  attitude  toward  supporting  the  assist- 
ance program? 

Mr.  Swenson.  Current  or  somewhat  lower  levels. 

[Ms.  Taft  nods  affirmatively.] 

Mr.  Fornos.  Yes. 

Senator  Sarbanes.  Does  everyone  agree  with  that? 

Mr.  Carroll.  No,  I  do  not  agree  with  it 

Senator  Sarbanes.  What  do  you  think,  Mr.  Carroll? 

Mr.  Carroll.  I  think  in  the  traditional  areas  of  foreign  assist- 
ance, Africa,  Near  East,  Latin  America,  the  Caribbean,  and  Asia, 
that  the  assistance  will  be  less  as  we  spend  more  money  in  Central 
and  Eastern  Europe  and  the  former  Soviet  Union,  because  there  is 
a  great  concern  that  if  we  do  not  help  them  with  the  transition 
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they  may  not  make  the  transition  and  there  could  be  a  throwback 
to  some  form  of  totalitarianism. 

Senator  Sarbanes.  So  you  are  using  the  old  cold  war  argument 
that  Mr.  Swenson  said  is  no  longer  relevant. 

Mr.  Carroll.  Well,  I  did  not  think  it  was  so  old. 

Mr.  Swenson.  Apparently  only  from  me,  Senator. 

Senator  Sarbanes.  What  was  that? 

Mr.  Swenson.  Apparently  only  from  me. 

Mr.  Carroll.  Senator,  it  is  not  so  much  that  it  is  old,  it  is  a  new 
problem,  the  issues  that  are  going  on  in  Russia. 

Senator  Sarbanes.  But  you  are  in  effect  saying,  and  it  is  quite 
true,  that  the  AID  program  for  Russia  is  being  sold  in  large  part 
by  raising  the  specter  that  there  is  the  danger  of  a  reversion 

Mr.  Carroll.  Yes. 

Senator  Sarbanes  [continuing].  In  Russia  back  to  the  old  system, 
and  with  it  will  come  lots  of  problems. 

Mr.  Carroll.  Yes. 

Senator  Sarbanes.  Now,  that  is  essentially  the  cold  war  argu- 
ment. Except  then  we  had  the  old  system  and  we  actually  faced  the 
problems.  In  effect  you  are  bootstrapping  that  argument  to  support 
increased  assistance  there,  correct? 

Mr.  Carroll.  I  am  saying  it  is  investment  spending  and  it  may 
be  cheaper  to  help  with  the  transition  now  than  to  face  renewed 
military  budgets  at  another  time. 

Ms.  Taft.  To  look  at  this  in  a  different  way,  disasters  for  which 
there  is  a  big  constituency  are  often  the  result  of  poor  development 
and  the  lack  of  empowerment  of  people  at  the  local  level. 

Senator  Sarbanes.  Let  me  say  I  think  there  is  a  big  constituency 
for  them  if  they  are  on  the  television  screen. 

Ms.  Taft.  I  concur  with  you  on  that. 

Senator  Sarbanes.  I  wanted  to  add  that  as  an  addendum. 

Ms.  Taft.  We  spend  more  money  to  try  to  remediate  a  Somalia 
or  a  Bosnia — let  us  just  stick  with  Somalia.  The  whole  development 
fund  for  Africa  is  $800  million.  We  have  spent  over  $700  million 
in  Somalia.  When  I  was  working  in  OFDA  we  would  spend  $100 
million  a  year  on  Sudan.  It  is  extraordinary  to  think  that  we  could 
come  up  with  generosity  to  deal  with  a  disaster  and  yet  we  cannot 
come  up  with  enough  money  to  do  sustainable  development,  com- 
munity empowerment,  and  ethnic  reconciliation.  If  these  were  the 
resources  to  do  those  things  it  would  save  money  in  the  long  run. 

We  have  to  refine  the  way  we  express  what  we  do  and  clarify  the 
constituent  support  for  it.  But  it  sure  is  a  lot  cheaper  to  do  good 
development  than  it  is  to  try  to  fight  the  fires  of  the  disaster  field. 

Senator  Sarbanes.  Well,  we  appreciate  this  testimony.  We  thank 
the  panel  very  much.  The  hearing  stands  adjourned. 

[Whereupon,  at  4:37  p.m.,  the  subcommittee  adjourned,  to  recon- 
vene at  2:25  p.m.,  May  27,  1993.] 


FISCAL  YEAR  1994  FOREIGN  ASSISTANCE  AU- 
THORIZATION: POLICIES  AND  PROGRAMS 
FOR  ECONOMIC  DEVELOPMENT 


THURSDAY,  MAY  27,  1993 

U.S.  Senate, 
Subcommittee  on  International  Economic 

Policy,  Trade,  Oceans  and  Envdionment 
of  the  Committee  on  Foreign  Relations, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  2:25  p.m.  in  room 
SD-419,  Dirksen  Senate  Office  Building,  Hon.  Paul  S.  Sarbanes 
(chairman  of  the  subcommittee)  presiding. 

Present:  Senators  Sarbanes,  Kassebaum,  Brown,  and  Jeffords. 

Senator  Sarbanes.  The  committee  will  come  to  order.  We  are 
very  pleased  to  welcome  Under  Secretary  Spero  and  Under  Sec- 
retary Summers  before  the  committee,  and  I  apologize  for  the  delay 
in  starting. 

Today  the  subcommittee  begins  yet  a  further  hearing  in  a  series 
relating  to  the  foreign  assistance  authorization  for  fiscal  year  1994. 
Although  it  was  not  originally  planned  for  things  to  occur  in  this 
order,  as  it  has  turned  out  you  are  the  first  witnesses  from  the  ad- 
ministration that  will  be  testifying  before  this  subcommittee  on  the 
topic  of  foreign  aid. 

We,  of  course,  plan  to  hear  from  Deputy  Secretary  Wharton  and 
AID  Administrator  Brian  Atwood  once  the  task  force  report  on  re- 
forming AID  and  the  Foreign  Assistance  Program  is  complete,  but 
pending  that  we  wanted  to  get  started  with  our  hearings,  and  we 
do  want  to  give  Secretary  Wharton  and  Administrator  Atwood  the 
opportunity  to  comment  and  present  the  administration's  view  once 
they  have  completed  their  comprehensive  review. 

This  afternoon's  hearing  is  designed  with  two  basic  purposes  in 
mind.  The  first  is  to  serve  as  a  general  review  and  oversight  of  the 
administration  request  for  funding  for  multilateral  institutions  in 
fiscal  year  1994.  The  second,  broader  and  more  fundamental  pur- 
pose is  to  examine  the  ways  that  our  policy  toward  multilateral  in- 
stitutions is  coordinated  with  all  our  other  programs  and  policies 
for  economic  development. 

Obviously,  it  would  not  be  to  our  advantage  if  U.S.  policy  toward 
the  World  Bank  and  the  multilateral  development  banks  were 
working  at  cross-purposes  with  our  development  assistance  pro- 
grams, our  economic  support  assistance  our  trade  and  export  pro- 
motion agencies,  and  overall  policies  on  trade,  investment,  and 
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debt,  yet  because  these  are  cross-cutting  issues  and  responsibilities, 
coordination  is  not  always  an  easy  task. 

In  a  tight  budgetary  environment  where  the  opportunities  to  be- 
come constructively  involved  are  clearly  outstripping  our  capacity 
to  seize  those  opportunities,  it  becomes  all  the  more  important  to 
ensure  that  our  programs  are  working  effectively  and  efficiently 
with  each  other,  with  multilateral  programs,  and  also  with  private 
initiatives  in  this  area. 

All  this  requires  a  clear  and  coherent  statement  of  U.S.  inter- 
national economic  goals  and  objectives,  followed  by  an  assessment 
of  how  our  policies  and  programs  can  be  best  organized  to  achieve 
them.  This  is  obviously  something  with  which  the  administration 
is  seriously  engaged  at  the  current  time,  and  without  asking  you 
to  foretell  the  outcome,  we  would  appreciate  any  sense  of  what  the 
issues  and  problems  are  in  your  view  and  some  of  the  options  for 
resolving  them. 

We  are  pleased  to  have  the  two  Under  Secretaries  before  us  this 
afternoon,  and  before  I  ask  them  to  begin  their  testimony,  I  will 
turn  to  my  colleagues  for  any  statements  they  may  have. 

Senator  Kassebaum. 

Senator  Kassebaum.  Thank  you,  Mr.  Chairman.  I  just  want  to 
say  I  am  very  pleased  to  have  two  such  knowledgeable  and  distin- 
guished panelists  before  us,  and  I  look  forward  to  hearing  their 
statements. 

Senator  Sarbanes.  Thank  you.  Senator  Brown. 

Senator  Brown.  No  statement. 

Senator  Sarbanes.  We  will  be  happy  to  hear  from  you.  Your  full 
statements  will,  of  course,  be  included  in  the  record,  and  if  you 
could  summarize  them  I  think  that  would  be  helpful.  Under  Sec- 
retary Spero. 

STATEMENT  OF  HON.  JOAN  E.  SPERO,  UNDER  SECRETARY 
FOR  ECONOMIC  AND  AGRICULTURAL  AFFAIRS,  DEPART- 
MENT OF  STATE 

Secretary  Spero.  Thank  you,  Mr.  Chairman  and  members  of  the 
committee.  This  is  my  first  appearance  before  the  Congress  as 
Under  Secretary  of  State.  I  am  pleased  it  is  before  this  committee. 
It  is  very  appropriate  to  be  testifying  on  international  economic  pol- 
icy here. 

I  said  at  my  confirmation  hearing  that  I  wanted  a  continuing  di- 
alog with  the  Congress,  and  I  appreciate  the  opportunity  you  have 
given  me  on  this  first  official  occasion. 

The  theme  of  today's  hearing  is  linkages  among  our  international 
programs.  When  we  think  about  linkages,  we  must  start  with  the 
most  fundamental  one,  and  that  is  that  our  foreign  economic  pro- 
grams must  be  part  and  parcel  of  our  larger  strategy  to  revitalize 
the  domestic  economy. 

This  relationship  of  foreign  to  domestic  bears  directly  on  what  we 
are  discussing  today.  Developing  countries  are  critical  to  our  na- 
tional interest.  They  buy  almost  40  percent  of  American  exports,  di- 
rectly supporting  some  3  million  American  jobs.  They  are  host  to 
about  a  quarter  of  our  overseas  investment.  Stable  growth  in  devel- 
oping countries  will  strengthen  trends  underway  to  expand  demo- 
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cratic  accountable  government,  with  direct  benefits  for  American 
and  global  security. 

Their  prosperity  will  make  them  stronger  partners  in  protecting 
the  global  environment,  dealing  effectively  with  population  growth, 
and  combating  elicit  drugs.  Our  objectives  must  be  pursued  at  two 
levels,  the  first  in  terms  of  broad  policy  and  international  coopera- 
tion, and  the  second  through  our  international  programs. 

The  Uruguay  Round  is  a  prime  example  of  policy  at  the  broader 
level.  For  the  first  time,  developing  countries  are  deeply  engaged 
in  a  multilateral  trade  round.  They  understand  the  importance  of 
liberalization  to  their  own  economic  future,  and  they  understand 
the  determination  of  trading  partners  like  ourselves  to  see  that  all 
participants  reduce  barriers  and  provide  genuine  market  access.  A 
successful  round  is  a  win-win  situation  for  all  GATT  members. 

Mr.  Chairman,  let  me  turn  to  our  international  programs.  Some, 
such  as  Eximbank's  export  promotion  programs,  are  designed  to 
help  American  business  directly  in  taking  advantage  of  growing 
markets.  Others,  such  as  debt  relief  and  foreign  assistance,  are 
needed  to  stimulate  economic  development  in  developing  areas  and 
to  meet  urgent  humanitarian  needs.  In  discussing  them,  I  would 
like  you  to  bear  in  mind  two  things.  First,  the  fiscal  year  1994 
budget  is  a  transitional  one.  New  directions  in  policy  are  a  work 
in  progress,  and  this  budget  marks  the  beginning. 

The  second  point  is  that  assistance  programs  funded  by  this 
budget  request  serve  five  mutually  reinforcing  objectives.  Promot- 
ing economic  growth  and  sustainable  development  is  the  first;  sec- 
ond, building  democracy;  third  promoting  and  maintaining  peace; 
fourth,  addressing  global  problems,  especially  the  environment  and 
population  growth;  and  finally,  providing  humanitarian  assistance. 

While  I  will  focus  on  economic  growth  and  sustainable  develop- 
ment, I  would  like  to  stress  that  U.S.  efforts  in  all  of  these  areas 
will  improve  prospects  for  global  economic  development  and  U.S. 
economic  growth. 

So  let  me  begin  with  Eximbank,  which  is  an  indispensable  vehi- 
cle for  expanding  the  U.S.  presence  in  developing  country  markets, 
for  building  long-term  commercial  relationships  that  go  beyond  any 
single  sale,  and  assuring  that  our  producers  can  hold  their  own  in 
competition  with  their  industrialized  country  rivals. 

We  are  requesting  $751  million  for  the  U.S.  Export-Import  Bank, 
a  sum  that  will  enable  total  export  financing  of  more  than  $16  bil- 
lion. That  is  an  increase  of  more  than  $1  billion  over  the  current 
fiscal  year. 

A  parallel  organization  on  the  investment  side,  the  Overseas  Pri- 
vate Investment  Corporation,  enables  us  with  a  modest  appropria- 
tion to  support  private  sector  development  and  market  reform  in 
emerging  countries,  while  also  stimulating  U.S.  jobs  and  competi- 
tiveness. 

We  are  requesting  $17.9  million  for  OPIC  programs  to  provide 
insurance  and  other  financing  for  U.S.  investments  in  developing 
countries,  and  increasingly  in  the  reforming  economies  of  Eastern 
Europe  and  the  former  Soviet  Union. 

The  Trade  and  Development  Agency  is  an  international  program 
that  illustrates  a  focus  on  mutual  development.  TDA  provides 
grant  funding  for  U.S.  firms  to  conduct  feasibility  studies  of  infra- 
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structure  and  industrial  projects  in  developing  and  transition 
economies.  Since  its  creation  over  a  decade  ago,  TDA  projects  have 
resulted  in  $4.6  billion  worth  of  U.S.  exports.  That  is  a  return  of 
$25  for  every  dollar  invested  by  U.S.  taxpayers. 

TDA  has  moved  quickly  to  support  new  business  opportunities  in 
the  newly  independent  states.  For  fiscal  year  1994,  we  are  request- 
ing $60  million  for  TDA,  a  substantial  increase  that  will  allow  the 
agency  to  serve  U.S.  companies  better  by  beginning  to  fund  more 
detailed  engineering  and  design  work  as  part  of  its  feasibility  stud- 
ies. 

Mr.  Chairman,  in  addition  to  these  direct  trade  promotion  pro- 
grams, the  new  budget  requests  funding  for  various  bilateral  and 
multilateral  assistance  programs  that  further  our  agenda  for  eco- 
nomic growth  and  sustainable  development.  The  multilateral  devel- 
opment banks  will  play  a  central  role  in  the  administration's  global 
economic  strategy.  I  know  that  Under  Secretary  Summers  will  go 
into  more  detail  about  the  banks,  so  let  me  just  stress  a  couple  of 
points. 

MDB's  leverage  relatively  small  donor  contributions  with  those  of 
other  shareholders  to  extend  large  amounts  of  assistance.  Their  ad- 
vancement of  economic  growth  and  sustainable  development  in  de- 
veloping countries  contributes  to  our  economic  security  and  our 
growth  as  well.  We  and  other  donor  governments  have  also  looked 
to  the  MDB's  to  address  the  challenges  posed  by  the  transition 
economies  of  Eastern  Europe  and  the  former  Soviet  Union. 

Let  me  now  turn  to  debt  and  debt  restructuring.  The  administra- 
tion is  seeking  $78  million  in  appropriations  in  fiscal  year  1994  for 
debt  restructuring  in  support  of  market-based  development.  Most 
of  these  funds  would  be  used  to  continue  an  initiative  under  which 
the  United  States  has  supported  democratization  and  economic  re- 
form in  Latin  America  through  the  provision  of  debt  relief  and 
other  assistance. 

The  administration  also  has  a  new  initiative  for  nonconcessional 
debt  reduction  in  the  poorest  and  most  needv  developing  countries, 
particularly  in  sub-Saharan  Africa.  We  need  authorization  for  this 
new  initiative  and  $7  million  in  appropriations  to  enable  the  Unit- 
ed States  to  take  the  first  steps  to  join  the  international  consensus 
in  favor  of  this  nonconcessional  debt-relief  effort. 

Mr.  Chairman,  let  me  address  now  the  question  of  bilateral  de- 
velopment assistance.  As  you  know,  upon  taking  office,  the  Sec- 
retary of  State  asked  the  Deputy  Secretary  to  look  at  possible  re- 
structuring of  AJD's  programs  and  institutions.  Dr.  Wharton's  pol- 
icy review,  as  you  mentioned,  is  not  yet  complete,  so  I  cannot  re- 
port today  on  his  conclusions.  However,  I  can  discuss  a  few  general 
principles  which  have  emerged.  In  addition,  I  would  like  to  pledge 
the  Department's  close  consultation  with  Congress  as  we  move  for- 
ward on  this  issue. 

We  are  interested  first  in  establishing  a  focused  set  of  priorities 
to  weed  out  the  unworkable  number  of  programs  which  has  ac- 
crued over  the  years.  We  should  concentrate  broadly  on  sustainable 
development,  democracy  building,  global  issues  such  as  environ- 
ment and  population,  and  humanitarian  concerns.  We  also  want  to 
judge  our  performance  on  the  basis  of  results,  not  spending,  and  we 
will  pay  particular  attention  to  leveraging  bilateral  programs  by 
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working  more  closely  with  the  multilateral  banks,  international  or- 
ganizations, and  other  donors.  The  underlying  philosophy  of  our 
Erograms  will  be  one  of  participation,  empowerment,  democracy 
uifding.  We  must  help  people  to  realize  the  fundamental  human 
aspiration  to  gain  greater  control  over  their  own  lives  and  des- 
tinies. 

Mr.  Chairman,  U.S.  bilateral  development  assistance  is  a  vital 
element  of  our  effort  to  promote  sustainable  economic  growth  in  de- 
veloping countries.  We  are  requesting  $2.1  billion  for  development 
assistance  in  fiscal  year  1994;  $800  million  of  that  would  go  tor  the 
Development  Fund  for  Africa.  These  resources  will  be  targeted  on 
sustainable  development  by  helping  to  build  the  human  capital  and 
institutions  that  underpin  economic  growth  in  civil  society. 

The  administration  is  also  committed  to  supporting  the  political 
and  economic  transformations  underway  in  Eastern  Europe  and 
the  former  Soviet  Union.  Our  fiscal  year  1994  request  would  fund 
these  vital  programs  with  $704  million  for  former  Soviet  republics 
and  $409  million  for  Eastern  Europe.  Here,  too,  the  aim  is  to  weave 
assistance  efforts  with  our  trade,  investment,  and  debt-relief  poli- 
cies by  building  market  institutions,  consolidating  democracy,  and 
integrating  the  former  communist  countries  into  the  international 
economy. 

Mr.  Chairman,  the  numerous  programs,  institutions,  and  initia- 
tives I  have  briefly  reviewed  with  you  today  offer  a  comprehensive 
set  of  instruments  for  advancing  American  interests  internation- 
ally. Clear  synergies  exist  among  them.  We  are  determined  to  en- 
hance them  through  more  effective  coordination  and  collaboration 
among  agencies  and  through  greater  consultation  with  Congress. 

The  National  Economic  Council,  the  Trade  Promotion  Coordinat- 
ing Committee,  Dr.  Wharton's  foreign  assistance  review,  all  are  ve- 
hicles for  achieving  this  goal.  I  hope  to  have  the  opportunity  to  re- 
port back  to  you  frequently  on  the  progress  we  are  making. 

Thank  you. 

[The  prepared  statement  of  Ms.  Spero  follows:] 

Prepared  Statement  of  Ms.  Spero 

introduction 

Mr.  Chairman,  this  is  my  first  appearance  before  the  Congress  as  Under  Sec- 
retary of  State.  It  is  particularly  appropriate  for  it  to  take  place  before  the  Sub- 
committee on  International  Economic  Policy.  I  said  at  my  confirmation  hearing  that 
I  wanted  a  continuing  dialogue  with  the  Congress.  Thus  I  appreciate  your  offering 
me  this  first  official  opportunity. 

The  theme  of  todays  hearing — linkages  among  trade,  investment,  external  debt 
and  foreign  assistance — is  one  in  which  the  Administration,  and  specifically  the 
State  Department,  are  deeply  engaged.  When  we  think  about  linkages,  we  must 
start  with  the  most  fundamental  one:  that  our  foreign  economic  programs  must  be 
part  and  parcel  of  our  larger  strategy  to  revitalize  the  domestic  economy. 

In  his  February  26  remarks  at  American  University,  President  Clinton  laid  out 
five  steps  to  renew  economic  growth  in  America  and  the  world: 

— A  strengthened  U.S.  economy; 

— A  trade  policy  directed  at  open  markets; 

— Improved  macroeconomic  coordination; 

— Expanded  growth  in  the  developing  world;  and 

— Helping  Russia  build  a  democratic  government  and  a  market  economy. 
These  objectives  bear  directly  on  what  we  are  discussing  today.  Developing  coun- 
tries are  critical  to  our  national  interest.  They  buy  almost  40  percent  of  American 
exports,  directly  supporting  some  3  million  American  jobs.  They  are  host  to  about 
a  quarter  of  our  overseas  investment.  Stable  growth  in  developing  countries  will 
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strengthen  trends  underway  to  expand  democratic,  accountable  government,  with 
direct  benefits  for  American  and  global  security.  Their  prosperity  will  make  them 
stronger  partners  in  protecting  the  global  environment,  dealing  effectively  with  pop- 
ulation growth  and  combating  illicit  drugs. 

Similarly,  we  have  a  historical  opportunity  to  support  economic  reform  and  de- 
mocracy in  the  former  Soviet  Union.  We  have  much  to  offer  Russia  and  the  other 
newly  independent  states,  not  just  in  government  assistance,  but  also  in  trade,  in- 
vestment and  the  exchange  of  know-how  among  our  companies  and  citizens. 

Our  relationships  with  these  countries  and  our  effectiveness  in  pursuing  mutual 
goals  are  influenced  heavily  by  the  international  economic  environment.  We  need 
an  open  trade  and  investment  regime,  one  in  which  the  fresh  breeze  of  competition 
can  invigorate  all  markets,  including  those  of  the  developing  countries.  And  we  need 
our  major  economic  partners  in  the  G-7  to  coordinate  policies  that  will  foster  sus- 
tainable growth,  stimulate  investment  and  reduce  structural  barriers  to  greater  eco- 
nomic integration. 

NEW  OPPORTUNITIES 

The  Clinton  Administration  comes  to  office  at  a  moment  when  activist  economic 
diplomacy  is  essential  to  the  preservation  of  domestic  prosperity  and  America's  lead- 
ership role  in  the  world.  The  good  news  is  that  opportunities  abound.  Interest  in 
market-oriented  policies,  including  domestic  reform,  as  well  as  open  trade  and  in- 
vestment policies,  has  probably  never  been  higher.  Developing  countries  are  lower- 
ing trade  barriers  unilaterally,  privatizing  inefficient  state-owned  firms,  and,  in  in- 
creasingly democratic  societies,  responding  to  the  will  of  the  people.  Liberal  eco- 
nomic policies  have  accelerated  the  improvement  in  foreign  debt  burdens.  Finally, 
the  breakup  of  the  Soviet  Union  gives  us  the  luxury  of  re-directing  national  re- 
sources spent  containing  communism  to  pressing  domestic  needs,  and  to  redirect  our 
foreign  assistance  away  from  expenditures  against  communism  to  investments  in 
democracy. 

The  bad  news  is  that  we  have  limited  resources  to  bring  to  the  task,  given  the 
priority  of  our  domestic  agenda  and  a  federal  deficit  that  simply  must  be  reduced. 
Furthermore,  slow  growth  and  high  unemployment  in  the  industrialized  economies 
generates  protectionist  pressures  making  the  challenge  of  opening  markets  that 
much  more  difficult.  The  enormity  of  the  economic,  political  and  social  problems  fac- 
ing the  former  Soviet  Union  presents  unprecedented  challenges  to  reformers  there 
and  to  those  abroad  who  support  them.  These  challenges  underscore  the  need  to 
make  our  international  programs  as  effective  as  possible,  and  to  design  them  to  le- 
verage to  the  maximum  other  official  and  private  sources.  Our  programs  must  tap 
a  variety  of  energies,  at  home  and  abroad,  and  keep  government  commitments  in 
line  with  available  resources. 

POLICY  OBJECTIVES 

Our  objectives  must  be  pursued  on  two  levels — the  first  in  terms  of  broad  policy 
and  international  cooperation  and  the  second  through  our  international  programs. 

The  Uruguay  Round  is  a  prime  example  of  policy  at  the  macro  level.  For  the  first 
time,  developing  countries  are  deeply  engaged  in  a  multilateral  trade  round.  They 
understand  the  importance  of  liberalization  to  their  own  economic  future  and  they 
understand  the  determination  of  trading  partners  like  ourselves  to  see  that  all  par- 
ticipants reduce  barriers  and  provide  genuine  market  access.  A  successful  round  will 
be  a  win/win  situation  for  all  GATT  members. 

The  same  can  be  said  for  a  successful  NAFTA,  which  will  bring  economic  benefit 
to  all  the  nations  of  the  continent  and  serve  as  a  model  of  the  advantages  of  liberal 
trade  for  the  rest  of  the  hemisphere. 

Mr.  Chairman,  let  me  move  on  now  to  our  international  programs.  Some — such 
as  Eximbank's  export  promotion  programs — are  designed  to  help  American  business 
directly  in  taking  advantage  of  growing  markets.  Others — such  as  debt  relief  and 
development  assistance — are  needed  to  stimulate  economic  development  and  to  meet 
urgent  humanitarian  needs  in  developing  areas.  In  discussing  these  programs,  I 
would  like  you  to  bear  in  mind  two  things.  First,  the  FY-94  budget  is  a  transitional 
one.  New  directions  in  policy  are  a  work  in  progress.  This  budget  marks  the  begin- 
ning. 

Second,  the  international  programs  funded  by  this  budget  request  serve  five  mu- 
tually reinforcing  objectives: 

•  promoting  economic  growth  and  sustainable  development; 

•  building  democracy; 

•  promoting  and  maintaining  peace; 
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•  addressing    global    problems,    especially    the    environment    and    population 
growth;  and 

•  providing  humanitarian  assistance. 

I  will  focus  on  promoting  economic  growth  and  sustainable  development.  By  sus- 
tainable development  we  mean  broad-based  economic  growth  which  protects  the 
non-renewable  natural  resource  base,  improves  the  quality  of  life  for  current  genera- 
tions and  preserves  that  opportunity  for  future  generations.  However,  I  would  stress 
that  U.S.  efforts  in  all  the  areas  I  enumerated  will  improve  prospects  for  global  eco- 
nomic development  and  U.S.  economic  growth. 

INTERNATIONAL  PROGRAMS 

Let  me  begin  with  Eximbank,  which  is  an  indispensable  vehicle  for  expanding  the 
U.S.  presence  in  developing  country  markets,  building  long  term  commercial  rela- 
tionships that  go  beyond  any  single  sale,  and  assuring  that  our  producers  can  hold 
their  own  in  competition  with  their  industrialized  country  rivals.  We  are  requesting 
$751  million  for  the  U.S.  Export  Import  Bank,  a  sum  that  will  enable  total  export 
financing  of  more  than  $16  billion,  an  increase  of  more  than  $1  billion  over  the  cur- 
rent fiscal  year. 

A  parallel  organization  on  the  investment  side,  the  Overseas  Private  Investment 
Corporation,  enables  us,  with  a  modest  appropriation,  to  support  private  sector  de- 
velopment and  market  reform  in  emerging  countries,  while  also  stimulating  U.S. 
jobs  and  competitiveness.  We  are  requesting  $17.9  million  for  OPIC  programs  to 
provide  insurance  and  other  financing  for  U.S.  investments  in  developing  countries 
and,  increasingly,  in  the  reforming  economies  of  Eastern  Europe  and  the  former  So- 
viet Union.  Investments  supported  by  OPIC  programs  provide  a  direct  boost  to  U.S. 
exports  and  jobs. 

The  Trade  and  Development  Agency  is  an  international  program  that  illustrates 
a  focus  on  mutual  development.  TDA  provides  grant  funding  for  U.S.  firms  to  con- 
duct feasibility  studies  ot  infrastructure  and  industrial  projects  in  developing  and 
transition  economies.  These  studies  support  the  development  priorities  of  the  host 
country.  They  also  increase  the  chances  that  U.S.  companies  will  supply  goods  and 
services  to  the  actual  projects.  Thus,  TDA  can  be  a  catalyst  for  long-term  commer- 
cial relationships.  Since  its  creation  just  over  a  decade  ago,  TDA  projects  have  re- 
sulted in  $4.6  billion  worth  of  U.S.  exports,  a  return  of  $25  for  every  dollar  invested 
by  U.S.  taxpayers.  TDA  has  moved  quickly  to  support  new  business  opportunities 
in  the  Newly  Independent  States.  For  FY-94,  we  are  requesting  $60  million  for 
TDA,  a  substantial  increase  that  will  allow  the  Agency  to  serve  U.S.  companies  bet- 
ter by  beginning  to  fund  more  detailed  engineering  and  design  work  as  part  of  its 
feasibility  studies. 

Mr.  Chairman,  in  addition  to  these  direct  trade  promotion  programs,  the  new 
budget  requests  funding  for  various  bilateral  and  multilateral  assistance  programs 
that  further  our  agenda  for  economic  growth  and  sustainable  development. 

MULTILATERAL  DEVELOPMENT  BANKS 

The  Multilateral  Development  Banks  (MDBs)  will  play  a  central  role  in  the  Ad- 
ministration's global  economic  strategy.  While  Under  Secretary  Summers  will  go 
into  more  detail,  I  want  to  stress  a  few  points.  The  MDBs  leverage  relatively  small 
donor  contributions  with  those  of  other  shareholders  to  extend  large  amounts  of  as- 
sistance. Their  advancement  of  economic  growth  and  sustainable  development  in  de- 
veloping countries  contributes  to  our  economic  security  and  growth  as  well.  We  and 
other  donor  governments  have  also  looked  to  the  MDBs  to  address  the  challenges 
posed  by  the  transition  economies  of  East  Europe  and  the  former  Soviet  Union. 

We  have  asked  for  full  funding  of  U.S.  obligations  due  to  the  World  Bank  and  the 
four  regional  development  banks  in  1994,  an  amount  totaling  $1.9  billion.  Almost 
65  percent  of  this  request  would  go  for  our  first  payment  under  the  recent  replenish- 
ment of  the  International  Development  Association,  the  World  Bank's  soft  loan  win- 
dow that  lends  only  to  the  poorest  countries. 

DEBT 

Mr.  Chairman,  let  me  now  turn  to  debt  restructuring.  The  Administration  is  seek- 
ing $78  million  in  appropriations  in  FY-94  for  debt  restructuring  in  support  of  mar- 
ket-based development.  Most  of  these  funds  would  be  used  to  continue  an  initiative 
under  which  the  United  States  has  supported  democratization  and  economic  reform 
in  Latin  America  through  the  provision  of  debt  relief  and  other  assistance. 

The  Administration  also  has  a  new  initiative  for  non-concessional  debt  reduction 
in  the  poorest  and  most  needy  developing  countries,  particularly  in  sub-Saharan  Af- 
rica. We  need  authorization  for  this  new  initiative  and  $7  million  in  appropriations 


172 

to  enable  the  United  States  to  take  the  first  steps  to  join  the  international  consen- 
sus in  favor  of  this  non-concessional  debt  relief  effort. 

We  believe  it  is  time  that  the  United  States  join  with  the  international  community 
to  support  the  often  difficult  economic  restructuring  process  in  the  poorest  countries 
with  non-concessional  debt  relief.  Although  the  countries  that  would  benefit  from 
this  initiative  play  a  relatively  small  role  in  the  world  economy,  we  believe  they 
should  not  be  excluded  from  the  benefits  of  participation  in  this  increasingly  inter- 
dependent global  economy.  Many  have  debt  burdens  in  excess  of  their  GDP.  They 
have  little  prospect  of  successful  economic  restructuring  without  non-concessional 
debt  relief.  Although  the  U.S.  portion  of  such  relief  would  be  small — both  in  absolute 
terms  and  as  a  share  of  these  countries'  outstanding  debts — participation  in  the 
international  consensus  will  send  a  strong  signal  of  U.S.  support  for  these  countries' 
efforts  to  break  out  of  poverty. 

BILATERAL  DEVELOPMENT  ASSISTANCE 

Mr.  Chairman,  let  me  now  address  bilateral  development  assistance.  Upon  taking 
office,  the  Secretary  of  State  asked  the  Deputy  Secretary  to  look  at  possible  restruc- 
turing of  AID's  programs  and  institutions.  Dr.  Wharton's  policy  review  is  not  yet 
complete,  so  I  cannot  report  today  on  his  conclusions.  However,  I  can  discuss  a  few 
general  principles  which  have  emerged.  In  addition,  I  pledge  the  Department's  close 
consultation  with  Congress  as  we  move  forward. 

We  are  interested,  first,  in  establishing  a  focused  set  of  priorities,  to  weed  out  the 
unworkable  number  of  programs  which  has  accrued  over  the  years.  We  should  con- 
centrate broadly  on  sustainable  development,  building  democracy,  global  issues  such 
as  environment  and  population,  and  humanitarian  concerns.  We  want  to  judge  our 
performance  on  the  basis  of  results,  not  spending,  and  we  will  pay  particular  atten- 
tion to  leveraging  bilateral  programs  by  working  more  closely  with  the  multilateral 
banks,  international  organizations  and  other  donors.  The  underlying  philosophy  of 
our  programs  will  be  one  of  participation,  empowerment  and  democracy-building. 
We  must  help  people  to  realize  the  fundamental  human  aspiration  to  gain  greater 
control  over  their  own  lives  and  destinies. 

Mr.  Chairman,  U.S.  bilateral  development  assistance  is  a  vital  element  of  our  ef- 
fort to  promote  sustainable  economic  growth  in  developing  countries.  We  are  re- 
questing $2.1  billion  for  development  assistance  in  FY  94.  $800  million  would  go  for 
the  Development  Fund  for  Africa.  These  resources  will  be  targeted  on  sustainable 
development  by  helping  to  build  the  human  capital  and  institutions  that  underpin 
economic  growth  and  civil  society.  Our  request,  although  smaller  in  nominal  terms 
than  in  1993,  will  target  investments  in  people — in  improving  health  care,  nutrition 
and  access  to  clean  water  and  by  encouraging  literacy.  In  addition  to  the  benefits 
for  developing  countries,  sustainable  development  protects  us,  because  demographic, 
health  and  environmental  crises  run  the  risk  of  long  term  negative  consequences  for 
our  citizens. 

Economic  Support  Funds — ESF — another  of  our  bilateral  economic  programs,  is 
an  all-grant  program  that  encourages  economic  reform  and  development  in  friendly 
countries.  We  are  requesting  about  $2.6  billion  in  ESF,  most  of  it  planned  for  Israel 
and  Egypt  in  support  of  Middle  East  peace  and  stability. 

Mr.  Chairman,  as  I  noted,  the  Administration  is  committed  to  supporting  the  po- 
litical and  economic  transformations  underway  in  Eastern  Europe  and  the  former 
Soviet  Union.  Our  FY-94  request  would  fund  these  vital  programs  with  $704  million 
for  former  Soviet  republics  and  $409  million  for  Eastern  Europe.  Here,  too,  the  aim 
is  to  weave  assistance  efforts  with  our  trade,  investment  and  debt  relief  policies  by 
building  market  institutions,  consolidating  democracy,  and  integrating  the  former 
Communist  countries  into  the  international  economy. 

Mr.  Chairman,  the  numerous  programs,  institutions  and  initiatives  I  have  re- 
viewed with  you  today  offer  a  comprehensive  set  of  instruments  for  advancing 
American  interests  internationally.  Clear  synergies  exist  among  them,  which  we  are 
determined  to  enhance  through  more  effective  coordination  and  collaboration  among 
agencies  and  through  greater  consultation  with  the  Congress.  The  National  Eco- 
nomic Council,  the  Trade  Promotion  Coordinating  Committee,  Dr.  Wharton's  foreign 
assistance  review  are  all  vehicles  for  achieving  this  goal.  I  hope  to  have  the  oppor- 
tunity to  report  back  to  you  frequently  on  the  progress  we  are  making. 

Thank  you. 

Senator  Sarbanes.  Thank  you  very  much. 
Secretary  Summers. 
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STATEMENT  OF  HON.  LAWRENCE  H.  SUMMERS,  UNDER  SEC- 
RETARY FOR  INTERNATIONAL  AFFAIRS,  DEPARTMENT  OF 
THE  TREASURY 

Mr.  Summers.  Thank  you  very  much,  Mr.  Chairman.  I  very 
much  appreciate  the  opportunity  to  testify  before  this  committee 
and  to  speak  briefly  about  the  U.S.  stake  in  developing  countries 
and  about  the  policy  tools  that  we  can  use  to  promote  development 
in  the  developing  world. 

Whether  or  not  developing  countries  can  achieve  greater  growth 
and  improve  the  living  standards  of  their  people  will  nave  far-rang- 
ing implications  for  the  U.S.  economy.  It  will  also  have  a  direct  im- 
pact on  political  and  security  interests  that  we  have  in  these  coun- 
tries. 

When  one  looks  at  the  American  economy  over  the  last  5  years, 
one  sees  that  exports  have  been  a  principal  engine  of  growth,  and 
one  sees  that  exports  to  developing  countries  nave  increased  far 
more  rapidly  than  exports  to  other  countries. 

The  stake  that  we  have  in  the  developing  world  at  the  economic 
level  was  highlighted  by  recently  revised  statistics  published  by  the 
IMF  that  provided  a  more  accurate  portrayal  than  had  been  avail- 
able before  of  the  economic  weight  of  the  developing  world  and  sug- 
gested that  in  toto  it  now  represented  one-third  of  all  the  produc- 
tion of  goods  and  services  in  the  world,  up  from  an  earlier  estimate 
of  18  percent. 

It  was  that  report  that  pointed  out  that  China  is  now  the  third 
largest  economy  in  the  world  in  absolute  scale,  and  that  if  current 
trends  continue,  it  could  possibly  be  the  largest  by  the  year  2010. 
So  we  have  a  critical  stake  in  economic  development  because  of  the 
exports  that  it  means. 

The  example  of  Somalia  demonstrates  also  the  enormous  security 
stake  we  have  in  promoting  democracy  and  in  promoting  economic 
reform  and  prosperity  in  the  developing  world.  And  as  we  have  re- 
alized increasingly  in  recent  years,  we  have  an  environmental 
stake  in  the  developing  world  as  well.  Some  60  percent  of  the  land 
in  Brazil,  the  Congo,  and  Indonesia  is  covered  by  tropical  forests. 
Those  tropical  forests  can  never  be  replaced,  and  we  have  a  strong 
interest  in  preserving  that  necessary  sink  for  cleaning  and  renew- 
ing the  Earth's  atmosphere. 

Under  Secretary  Spero  has  just  reviewed  comprehensively  U.S. 
foreign  assistance  efforts.  I  want  in  the  time  available  to  me  to 
offer  some  perspectives,  briefly,  in  the  three  areas  of  trade,  invest- 
ment, and  then  aid,  and  conclude  with  a  thought  or  two  on  the 
question  of  coordination. 

Trade  policy  is  absolutely  central  to  American  prosperity  and 
also  to  worldwide  prosperity  and  to  the  development  effort.  Each 
year,  trade  barriers  in  the  developed  world  cost  the  developing 
world  more  than  the  developing  world  receives  in  foreign  aid. 

The  export  activism  approacn  put  forward  by  President  Clinton 
in  his  speech  at  American  University  has  committed  the  United 
States  to  a  prompt  and  successful  completion  of  the  Uruguay 
Round.  It  has  been  estimated  by  the  Office  of  the  Trade  Represent- 
ative that  a  successful  Uruguay  Round  would  increase  U.S.  output 
by  more  than  $1  trillion  over  tne  next  10  years  and  add  more  than 
$5  trillion  to  output  worldwide.  Regionally,  we  are  committed  to 
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the  establishment  of  a  North  American  Free  Trade  Agreement. 
There  are  those  who  ask  whether  we  can  afford  NAFTA.  The  right 
question  is  whether  we  can  afford  not  to  have  NAFTA,  whether  we 
can  afford  not  to  have  an  agreement  which  will  bind  Mexican  tar- 
iffs at  low  levels,  making  it  impossible  for  them  to  increase  again, 
whether  we  could  afford  not  to  have  an  agreement  which  will  sup- 
port the  kind  of  capital  inflows  that  has  allowed  Mexico  to  import 
capital  and  the  United  States  to  run  a  substantial  trade  surplus 
with  Mexico,  and  further  progress  toward  promoting  a  more  open 
global  trading  system  and  for  promoting  exports  within  that  sys- 
tem, the  first  prerequisite  to  a  successful  development  policy. 

The  second  pillar  of  development  policy  has  to  be  promotion  of 
investment.  This  of  course  has  both  a  public  and  a  private  dimen- 
sion. We  have  to  recognize  that  the  future  of  developing  countries 
lies  not  with  the  diminishing  pool  of  foreign  economic  assistance 
but  with  private  initiative  and  entrepreneurial  activity. 

The  Agency  for  International  Development  has  already  taken  a 
number  of  different  initiatives  to  promote  small-scale  and 
microentrepreneurial  activity  in  its  recipient  countries.  The  multi- 
lateral development  banks  have  also  been  active  in  this  area.  The 
International  Finance  Corp.  of  the  World  Bank,  for  example,  played 
a  central  role  in  implementing  the  first  mass  privatization  program 
in  Russia,  in  the  city  of  Nizhny  Novgorod. 

In  the  past,  the  United  States  has  consistently  opposed  efforts  to 
leverage  our  contributions  to  the  multilateral  development  banks 
through  cofinancing  arrangements.  We  are  now  engaged  in  a  re- 
view of  that  position,  and  depending  on  its  outcome,  there  may  be 
new  opportunities  for  marrying  private  and  public  capital.  Of 
course,  the  Export-Import  Bank  plays  a  key  role  in  promoting  in- 
vestment in  the  developing  world,  and  I  would  highlight  in  particu- 
lar the  recent  framework  agreement  for  lending  to  the  Russian  oil 
and  gas  sector  that  will  finance  large  amounts  of  the  equipment 
and  services  needed  to  increase  Russian  capacity. 

You  know,  on  one  recent  set  of  estimates  that  I  encountered,  it 
was  suggested  that  a  $1  billion  investment  in  repairing  oil  equip- 
ment in  Russia  would  increase  production  in  the  first  drilling  sea- 
son alone  by  some  $800  million — that  is  a  critically  high  return  on 
investment  if  we  can  put  in  place  a  policy  environment  where  it 
can  be  made. 

The  third  critical  area  of  support  for  developing  countries  beyond 
trade  and  investment  is,  of  course,  aid.  Our  bilateral  assistance 
programs  make  an  important  contribution  to  economic  growth  and 
development.  Bilateral  assistance  is  a  particularly  flexible  instru- 
ment for  targeting  specific  U.S.  interests  in  individual  countries. 

I  would  like  to  spend  a  little  more  time  on  the  multilateral  devel- 
opment banks  with  which  Treasury  is  intimately  engaged.  The 
multilateral  development  banks  are  the  most  cost-effective  means 
we  have  for  delivering  support  to  developing  countries.  Last  year, 
the  multilateral  development  banks  made  loan  commitments  to 
their  developing  country  members  in  excess  of  $40  billion.  Over  the 
last  50  years,  the  United  States  has  contributed  less  than  $2  billion 
to  the  World  Bank,  and  that  has  supported  $220  billion  in  loan 
commitments. 
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Because  they  are  multilateral  and  because  they  finance  invest- 
ments by  going  directly  to  the  capital  markets  and  borrowing,  the 
multilateral  development  banks  provide  us  tremendous  leverage.  In 
the  World  Bank,  each  dollar  of  paid-in  capital  appropriated  by  the 
U.S.  Congress  supports  more  than  $118  in  lending.  Comparable  fig- 
ures are  $83  for  the  African  Development  Bank,  $61  for  the  Asian 
Development  Bank,  and  $40  in  the  Inter-American  Development 
Bank. 

Of  course,  the  concessional  windows  of  these  banks  that  make 
low-interest  loans  with  substantial  grant  components  are  less  high- 
ly leveraged.  They  cannot  borrow  to  finance  their  support,  but  here, 
too,  each  dollar  the  United  States  contributes  to  IDA  leverages 
some  $6  of  support,  particularly  to  sub-Saharan  Africa. 

I  would  note  that  the  trend  in  the  U.S.  share  of  contributions  to 
IDA  has  been  consistently  downward  over  the  years,  while  the 
share  of  other  G-7  countries  has  consistently  risen. 

A  crucial  objective  of  our  aid  programs,  both  bilateral  and 
through  the  multilateral  banks,  must  be  sustainable  development 
in  order  to  alleviate  poverty.  That  is  why  a  request  for  IDA  to  pro- 
vide resources  for  low-income  countries,  particularly  in  Africa,  is 
such  an  important  one.  Approximately  half  of  the  IDA  program  will 
go  to  the  nations  of  sub-Saharan  Africa. 

Let  me  just  conclude  by  saying  that  obviously,  given  how  scarce 
resources  are,  we  cannot  allow  various  concerns  in  specific  areas  to 
divert  us  from  the  broader  vision  of  advancing  our  national  inter- 
est. That  is  why  a  varietv  of  coordination  mechanisms  are  already 
in  place  and  will  need  to  De  strengthened  over  time. 

One  of  the  principal  coordinating  mechanisms  within  the  U.S. 
Government  is  the  National  Advisory  Council  on  International 
Monetary  and  Financial  Policies  which  meets  weekly  at  the  staff 
level  to  advise  on  U.S.  participation  in  the  international  financial 
institutions.  There  is  in  addition  a  working  group,  so-called 
WGMA,  the  Working  Group  on  Multilateral  Aid,  which  also  meets 
to  develop  U.S.  positions  on  the  various  activities  of  the  multilat- 
eral development  banks. 

The  President  has  made  it  clear  that  our  first  priority  is  to  get 
our  own  country  back  on  the  path  to  long-term  and  sustainable  eco- 
nomic growth.  In  order  to  do  this,  for  our  own  good  we  must  make 
an  investment  in  increasing  economic  growth  in  developing  coun- 
tries and  in  maintaining  the  health  and  well-being  of  the  inter- 
national economic  system.  There  is  no  better  way  to  do  that  than 
through  a  strong,  well-coordinated  policy  in  the  areas  of  trade,  in- 
vestment, and  aid. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Summers  follows:] 

Prepared  Statement  of  Mr.  Summers 
introduction 

Mr.  Chairman.  I  very  much  appreciate  the  opportunity  to  testify  before  this  Com- 
mittee. I  want  to  talk  with  you  this  afternoon  about  the  important  stake  that  the 
United  States  has  in  developing  countries,  and  in  encouraging  their  economic 
growth  and  development.  This  stake  is  enormous. 

Whether  or  not  developing  countries  can  achieve  greater  growth  and  improve  the 
living  standards  of  their  people  will  have  far  reaching  implications  for  the  U.S.  econ- 
omy and  for  the  well-being  of  our  own  people.  It  will  also  have  a  direct  impact  on 


176 

the  political  and  security  interests  we  have  in  these  countries  and  on  the  safety  of 
the  environment. 

A  growing  portion  of  the  world's  economic  action  is  taking  place  in  developing 
countries.  Our  own  country  cannot  stand  back  from  this  process.  Our  trade  policies 
must  encourage  developing  countries  to  increase  their  exports.  They  need  the  where- 
withal that  these  exports  create  in  order  to  grow  and  to  address  more  effectively 
the  problems  of  poverty  and  the  environment. 

Our  investment  policies  must  look  more  to  private  initiative  and  entrepreneur- 
ship.  We  need  to  tap  resources  from  the  private  sector  and  introduce  greater  creativ- 
ity and  ingenuity  into  the  development  process  within  developing  countries.  Our  aid 
policies  must  do  more  to  provide  direct  support  for  the  poorest  people  in  developing 
countries  where  more  than  1  billion  increasingly  restive  people  are  trying  to  survive 
on  less  than  $1  a  day. 

I  would  like  to  discuss  the  instruments  of  U.S.  policy  that  are  available  to  help 
us  in  these  three  key  areas — trade,  investment,  and  aid.  We  must  make  a  more  de- 
termined effort  to  integrate  our  work  within  these  three  areas  and  to  promote  in- 
creased complementary  and  coordination  among  a  number  of  different  programs  and 
activities. 

This  involves  coordinating  a  number  of  different  programs  that  have  a  number 
of  different  objectives.  There  are  activities  which  look  to  the  building  of  democracy 
in  the  countries  of  the  former  Soviet  Union  and  in  Central  and  Eastern  Europe. 
Other  activities  seek  to  promote  and  maintain  peace  and  to  promote  economic 
growth  and  sustainable  development  in  developing  countries.  Still  other  programs 
seek  to  address  global  problems  such  as  the  environment,  population,  and  Aids. 

A  number  of  different  U.S.  Government  agencies  are  involved  in  administering 
various  aspects  of  these  programs.  The  Agency  for  International  Development  ad- 
ministers our  bilateral  assistance  program,  the  State  Department  oversees  our  par- 
ticipation in  the  United  Nations  and  other  international  organizations,  and  Treas- 
ury is  responsible  for  our  participation  in  the  multilateral  development  banks.  Other 
agencies  include  those  responsible  for  export  and  investment  promotion  such  as  the 
Export-Import  Bank,  the  Overseas  Private  Investment  Corporation,  and  the  Trade 
and  Development  Agency. 

There  are  a  number  of  other  activities  for  which  responsibility  is  shared  across 
agencies  and  that  require  inter-agency  coordination.  These  include  debt-reduction 
programs  for  the  poorest  countries  ana  international  trade  negotiations  now  under- 
way that  we  are  committed  to  complete:  the  Uruguay  Round,  which  will  increase 
world  output  and  promote  a  more  open  trading  system,  and  the  North  American 
Free  Trade  Agreement,  which  will  set  the  stage  for  greater  growth  in  the  United 
States,  Mexico,  and  Canada. 

U.S.  ECONOMIC  INTERESTS 

The  United  States  has  an  enormous  economic  stake  in  the  countries  of  the  devel- 
oping world,  and  in  engaging  them  in  economic  growth  and  development.  Exports 
have  been  the  main  engine  of  U.S.  economic  growth  in  recent  years.  Since  the  mid- 
1980's,  over  half  of  our  growth  in  income  and  almost  all  of  our  growth  in  manufac- 
turing jobs  has  resulted  from  export  growth.  Exports  as  a  share  of  our  Gross  Domes- 
tic Product  have  increased  from  about  4  percent  in  1959  to  just  under  11  percent 
today. 

Developing  countries  are  the  fastest  growing  export  market  for  U.S.  goods  and 
services.  In  1992,  developing  countries  took  $177  billion  in  U.S.  exports.  In  real 
terms,  this  was  an  increase  of  62  percent  over  1987  and  double  the  increase  in  our 
exports  to  industrial  countries  over  that  same  period.  The  impact  was  felt  in  all  sec- 
tors of  the  U.S.  economy.  It  had  a  substantial  effect  on  our  national  income  and  cre- 
ated or  sustained  more  than  3  million  U.S.  jobs. 

If  you  look  at  just  Latin  America  and  the  Caribbean,  U.S.  exports  increased  in 
real  terms  from  $43  billion  in  1987  to  nearly  $75  billion  in  1992.  By  1992,  we  were 
exporting  IV2  times  more  to  Latin  America  than  we  were  to  Japan. 

Developing  countries  contain  the  largest  concentrations  of  the  world's  popu- 
lation— 4.5  billion  out  of  a  total  for  the  world  of  5.4  billion  in  1991.  They  also  have 
great  potential  to  increase  their  economic  strength  in  the  years  ahead.  It  is  very 
much  in  our  national  interest  to  help  them  achieve  better  lives  and  higher  stand- 
ards of  living  for  their  people.  As  they  grow  and  develop,  these  countries  can  become 
better  customers  for  exports  of  U.S.  goods  and  services. 

The  potential  of  developing  country  markets  was  pointed  up  just  last  week  when 
the  International  Monetary  Fund  released  new  statistics  measuring  Gross  Domestic 
Product  in  its  member  countries.  These  new  statistics  were  based  on  an  alternative 
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approach  using  purchasing  power  parities  which  take  account  of  international  dif- 
ferences in  prices. 

The  result  was  a  sharp  jump  in  the  developing  countries'  share  of  world  output — 
up  to  34  percent  from  18  percent  under  the  old  method.  The  new  figures  for  China 
gave  that  country  a  6  percent  share  of  world  output,  three  times  its  share  under 
the  old  method.  This  made  China  the  world's  third  largest  economy,  instead  of 
tenth,  and  placed  it  immediately  behind  the  United  States  and  Japan. 

Export-led  growth  is  the  best  and  most  durable  kind  of  growth.  This  applies  to 
the  United  States  as  well  as  to  other  countries.  This  is  the  reason  we  have  such 
a  strong  economic  interest  in  helping  developing  countries  increase  their  growth.  In 
this  respect,  our  development  assistance  policy  and  our  trade  and  investment  poli- 
cies go  hand  in  hand. 

SECURITY  AND  THE  ENVIRONMENT 

The  United  States  also  has  a  national  security  stake  in  developing  countries  and 
this  is  very  closely  related  to  their  economic  health  and  viability.  With  stronger 
economies,  our  allies  among  these  countries  will  become  stronger  and  more  effective 
partners.  Stronger  economies  will  also  help  these  countries  gain  greater  political 
stability.  We  want  to  avoid  policy  failures  that  can  contribute  to  political  instability. 
We  want  to  avoid  situations  similar  to  Somalia,  where  a  national  breakdown  re- 
quired our  military  intervention  on  humanitarian  grounds. 

The  United  States  also  has  a  long-term  environmental  stake  in  developing  coun- 
tries. This  stake  is  shown  quite  clearly  by  our  interest  in  helping  to  preserve  large 
tracts  of  tropical  forests  in  a  number  of  developing  countries.  At  least  60  percent 
of  the  total  land  area  in  Brazil,  the  Congo,  and  Indonesia  is  covered  by  forest  and 
woodland.  We  need  to  work  with  these  and  other  countries  with  large  forested 
areas,  to  preserve  these  valuable  natural  resources.  They  are  an  irreplaceable 
source  of  biological  diversity  and  a  necessary  "sink"  for  cleaning  and  renewing  the 
earth's  atmosphere. 

This  has  been  only  a  brief  outline  of  the  enormous  stake  I  believe  we  have  in  de- 
veloping countries.  This  stake  has  multiple  dimensions  and  it  will  require  increased 
coordination  of  the  multiple  instruments  we  have  at  our  disposal  if  we  are  to  ad- 
vance our  interests  most  effectively.  Let  me  turn  now  to  the  first  of  the  three  areas 
that  I  wish  to  discuss. 

THE  IMPORTANCE  OF  TRADE 

The  first  of  these  areas  is  trade  policy.  The  United  States  has  a  compelling  inter- 
est in  negotiating  reduction  of  foreign  trade  barriers  and  in  promoting  international 
integration  globally  and  regionally. 

Under  the  "export  activism"  approach  put  forward  by  President  Clinton  in  his 
speech  at  American  University,  we  have  committed  ourselves  to  a  "prompt  and  suc- 
cessful completion  of  the  Uruguay  Round."  We  are  working  actively  with  members 
of  the  European  Community  and  others  to  achieve  a  breakthrough  on  market  access 
by  the  July  Economic  Summit  in  Tokyo.  It  is  important  that  we  do  so. 

The  Office  of  the  U.S.  Trade  Representative  has  estimated  that  a  successful  con- 
clusion to  the  Uruguay  Round  would  increase  U.S.  output  by  more  than  $1  trillion 
over  the  next  10  years,  and  that  world  output  would  grow  by  more  than  $5  trillion 
over  the  same  period.  Developing  countries  also  stand  to  benefit  importantly  from 
such  an  increase  in  growth  and  a  more  open  trading  system.  For  them,  the  benefits 
of  trade  will  far  outweigh  the  benefits  they  receive  through  our  bilateral  and  multi- 
lateral assistance  programs. 

Regionally,  we  are  committed  to  the  establishment  of  the  North  American  Free 
Trade  Association  (NAFTA).  Together  with  Mexico  and  Canada,  we  are  working  to 
conclude  supplemental  agreements  on  the  environment  and  labor  in  time  to  imple- 
ment the  NAFTA  agreement  by  January  1,  1994.  We  believe  this  agreement  will 
encourage  further  gains  in  U.S.  exports  to  Mexico,  which  have  more  than  tripled 
from  $12.4  billion  in  1986  to  $40.6  billion  in  1992,  and  lay  the  ground  for  further 
increases. 

Our  trade  promotion  efforts  are  centered  in  the  Export-Import  Bank,  the  Overseas 
Private  Investment  Corporation,  and  the  Trade  and  Development  Agency.  These 
programs  aim  to  create  new  markets  for  U.S.  goods  and  services  and  to  generate 
new  jobs  for  our  people.  They  also  enable  the  United  States  to  forge  market  ties 
and  to  facilitate  the  development  of  new  product  lines  and  processes.  This  is  particu- 
larly important  in  the  environmental  area  and  in  other  areas  where  we  have  a  tech- 
nological and  commercial  advantage. 
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THE  ROLE  OF  INVESTMENT 


The  second  area  is  investment.  Our  basic  approach  to  economic  growth  and  devel- 
opment in  developing  countries  recognizes  the  importance  of  twin  pillars  that  are 
needed  to  achieve  success — the  public  sector  and  the  private  sector.  We  are  con- 
vinced, however,  that  investment  must  be  centered  in  the  private  sector.  The  trade 
promotion  agencies  that  I  have  just  mentioned  can  also  play  a  key  role  in  this  proc- 
ess. 

Public  sector  investment  provides  the  physical  and  social  infrastructure  that  is  es- 
sential for  greater  growth  and  progress.  The  public  sector  must  also  create  the  eco- 
nomic policy  context  and  the  legal  and  regulatory  framework  that  is  essential  for 
increased  private  investment.  The  multilateral  development  banks  and  our  bilateral 
assistance  programs  are  important  players  in  all  of  these  areas. 

We  must  recognize,  however,  that  the  future  of  developing  countries  lies  not  with 
a  diminishing  pool  of  foreign  economic  assistance,  but  with  private  initiative  and  en- 
trepreneurial activity.  The  Agency  for  International  Development  has  already  taken 
a  number  of  different  initiatives  to  promote  small-scale  and  micro-entrepreneurial 
activity  in  its  recipient  countries. 

The  multilateral  development  banks  are  also  active  in  this  area.  The  Inter- 
national Financial  Corporation  (D7C),  the  private  sector  arm  of  the  World  Bank 
Group,  recently  played  a  leading  role  in  helping  Russia  launch  its  first  privatization 
program,  designing  and  implementing  the  mass  privatization  of  2,000  retail  shops 
in  the  city  of  Nizhny  Novgorod. 

Increased  attention  should  be  focused  on  how  to  create  additional  opportunities 
for  private  initiative  and  entrepreneurial  activities.  These  efforts  should  be  financed 
with  the  help  of  private  sector  financial  institutions.  The  creativity  and  ingenuity 
of  these  institutions  are  needed  in  the  developing  world,  as  well  as  in  Russia  and 
the  other  states  of  the  former  Soviet  Union. 

In  the  past,  the  U.S.  Government  has  consistently  opposed  efforts  to  leverage  our 
contributions  to  the  multilateral  development  banks  through  co-financing  arrange- 
ments such  as  sharing  of  preferred  creditor  status  or  the  extension  of  guarantees. 
We  have  taken  this  position  because  of  our  concerns  about  the  financial  implications 
these  activities  might  have  for  the  multilateral  development  banks  and  the  borrow- 
ing countries.  We  are  now  engaged  in  a  review  of  that  position,  however,  and  de- 
pending on  its  outcome,  there  may  be  room  for  new  opportunities  in  this  area. 

In  the  interim,  the  U.S.  has  supported  an  innovative  approach  that  allows  com- 
mercial and  export  credit  agency  lenders  to  receive  adequate  assurance  of  repay- 
ment for  their  lending  to  countries  in  transition,  such  as  Russia.  In  the  World  Bank, 
the  normal  prohibition  against  borrowing  countries  giving  collateral  for  loans  can 
now  be  waived  for  the  incremental  output  of  projects.  This  is  expected  to  mobilize 
lending  that  would  not  otherwise  have  been  available  to  Russia. 

The  U.S.  Export-Import  Bank  is  developing  a  framework  for  lending  to  the  Rus- 
sian oil  and  gas  sector  that  will  finance  large  amounts  of  equipment  and  services 
needed  to  increase  Russian  capacity.  The  security  for  these  loans  will  be  the  incre- 
mental revenues  produced  by  the  project.  This  new  policy  will  not  jeopardize  the 
World  Bank's  position,  because  collateralized  lending  will  be  limited  to  incremental 
production  only  and  the  waiver  is  to  extend  only  up  to  5  years. 

THE  NEED  FOR  DEVELOPMENT  ASSISTANCE 

The  third  of  these  areas  is  international  development  assistance  or  aid.  The  ap- 
proach we  are  taking  emphasizes  that  help  should  be  given  first  of  all  to  those  who 
are  willing  to  help  themselves.  We  must  also  be  prepared  to  support  investments 
in  individual  countries  where  we  have  overriding  political  or  strategic  interests,  or 
in  international  situations  that  arise  which  engage  these  interests. 

Our  bilateral  assistance  program  makes  an  important  contribution  to  economic 
growth  and  development.  Its  programs  emphasize  human  capital  development,  par- 
ticularly basic  health,  nutrition,  and  the  development  of  productive  skills  that  will 
enable  people  to  build  better  lives. 

This  program  is  a  particularly  flexible  instrument  we  have  for  targeting  specific 
U.S.  interests  in  individual  countries.  It  enables  us  to  react  quickly  and  to  achieve 
political  objectives  as  well  as  to  protect  other  interests  that  we  may  have  in  recipi- 
ent countries. 

The  multilateral  development  banks  can  also  respond  quickly  and  well  when  they 
are  called  upon  in  times  of  trouble.  This  is  illustrated  by  the  Summit  Meeting  in 
Tokyo  in  April,  when  we  were  able  to  raise  substantial  new  funding  for  Russia, 
much  of  it  through  the  multilateral  development  banks.  Another  illustration  is  the 
way  we  were  able  to  get  much  needed  financial  support  from  the  banks  for  countries 
whose  economies  were  adversely  affected  by  the  Gulf  War. 
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Our  participation  in  these  institutions  is  the  most  cost -effective  means  we  have 
for  helping  developing  countries.  Last  year,  the  multilateral  development  hanks 
made  loan  commitments  to  their  developing  member  countries  in  excess  of  $40  bil- 
lion. Over  the  last  50  years,  since  the  establishment  of  the  World  Bank  in  1944, 
cumulative  commitments  by  that  bank  alone  have  amounted  to  more  than  $220  bil- 
lion. 

Through  contributions  made  by  other  countries  and  the  banks'  borrowings  in 
international  capital  markets,  we  are  able  to  leverage  our  relatively  modest  con- 
tributions by  a  large  multiple,  particularly  in  the  ordinary  capital  windows.  This 
fives  the  banks  a  financial  strength  and  reach  that  is  far  beyond  the  bilateral  capa- 
city of  any  single  donor,  including  ourselves. 

This  is  illustrated  very  vividly  in  the  figures  for  multilateral  development  bank 
lending  to  15  of  the  top  recipients  of  USAID  development  assistance  in  FY  1992. 
In  that  year,  AID  development  assistance  to  these  countries  amounted  to  $600  mil- 
lion, while  bank  loan  commitments  totalled  more  than  $9,800  million,  or  more  than 
16  times  the  total  for  AID. 

In  the  World  Bank,  each  dollar  ofpaid-in  capital  contributed  by  the  U.S.  has  sup- 
ported more  than  $118  in  lending.  The  comparable  figures  in  the  other  multilateral 
banks  for  each  dollar  paid  in  by  the  United  States  are:  $83  in  the  African  Develop- 
ment Bank,  $61  in  the  Asian  Development  Bank,  and  $40  in  the  Inter-American  De- 
velopment Bank. 

Even  in  the  concessional  windows,  where  all  of  the  contributions  are  paid  in,  the 
contributions  from  other  governments  multiply  our  own,  helping  us  achieve  a  level 
of  support  we  could  not  afford  by  ourselves.  In  the  tenth  replenishment  of  IDA,  for 
example,  for  each  dollar  paid  in  by  the  United  States,  approximately  $6  will  be 
available  for  lending  to  the  poorest  countries,  particularly  those  in  Sub-Saharan  Af- 
rica. I  would  also  note  that  the  trend  in  the  U.S.  share  of  contributions  to  IDA  has 
been  consistently  downward  over  the  years  and  that  the  share  of  other  G-7  coun- 
tries has  been  consistently  upward. 

Another  important  multilateral  program  is  the  United  Nations  Development  Pro- 
gram (UNDP).  The  State  Department  supervises  our  participation  in  the  UNDP. 
This  organization  provides  technical  assistance  and  emphasizes  the  building  of  re- 
cipient country  capacity  to  manage  their  own  development,  policy  planning,  human 
resource  development,  and  environmental  protection.  Its  programs  frequently  serve 
as  the  basis  for  follow  on  investments  by  both  bilateral  and  multilateral  assistance 
programs  or  private  sector  entities. 

HELPING  THE  POOR 

Poverty  alleviation  is  one  of  the  most  important  themes  that  we  want  to  empha- 
size in  our  development  assistance  programs.  AID's  human  capital  developed  pro- 
grams have  been  created  to  address  this  need.  The  fact  that  many  of  its  activities 
are  small  scale  and  managed  from  the  field  make  these  programs  particularly  re- 
sponsive to  the  needs  of  poor  people  and  their  grassroots  efforts.  These  programs 
are  able  to  direct  their  support  to  the  rural  areas  where  the  most  of  the  poor  live 
in  developing  countries. 

Poverty  alleviation  is  also  the  mandate  of  the  multilateral  development  banks.  It 
is  particularly  central  to  the  International  Development  Association  (DDA),  the 
concessional  lending  affiliate  of  the  World  Bank  Group.  IDA  is  the  largest  single 
source  of  concessional  funding  for  the  poorest  countries,  and  a  large  proportion  of 
this  funding  goes  for  purposes  that  benefit  the  poorest  and  least-advantaged  people. 

Over  the  next  3  years,  $22  billion  is  to  go  to  countries  with  per  capita  incomes 
less  than  $765  from  resources  of  the  tenth  replenishment  (IDA  10).  Of  that  amount, 
$11  billion  will  go  to  the  countries  of  Sub-Saharan  Africa.  We  believe  the  need  is 
greatest  in  that  region  and  it  is  a  special  focus  of  our  development  concern. 

The  number  of  poor  people  in  Sub-Saharan  Africa  went  from  184  million  in  1985 
to  216  million  in  1990.  This  is  an  increase  of  more  than  17  percent.  Such  increases 
are  projected  to  continue  into  the  1990's  and  beyond. 

The  figures  for  life  expectancy,  infant  mortality,  and  primary  school  enrollment 
are  equally  grim.  In  1980,  life  expectancy  was  50,  the  lowest  for  any  part  of  the 
developing  world.  Ten  years  later  in  1990,  it  was  51,  a  very  marginal  increase  at 
best  and  still  much  lower  than  the  next  lowest  level  for  the  developing  world,  59 
in  South  Asia. 

In  1980,  the  infant  mortality  rate  in  Sub-Saharan  Africa  was  126  per  1,000  live 
births.  By  1990,  it  was  down  to  107  per  1,000  live  births,  still  the  highest  rate  in 
the  world  and  well  above  the  next  highest  rate,  92  in  South  Asia.  The  percentage 
of  children  enrolled  in  primary  school  in  Sub-Saharan  Africa  actually  fell,  from  80 
percent  in  1980  to  69  percent  in  1990. 
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Much  more  still  needs  to  be  done  to  help  the  poorest  and  most  heavily-indebted 
countries  in  this  region.  The  region's  external  debt  is  nearly  3V*  times  its  annual 
export  earnings,  and  larger  than  its  entire  GNP.  Most  of  the  poorest  countries  can- 
not even  meet  the  interest  payments  coming  due  annually  on  their  debts  to  creditor 
governments.  The  debt  overhang  serves  as  a  major  obstacle  to  investment,  develop- 
ment, and  growth  in  the  region.  Reducing  the  debt  payments  burden  is  vital  to  re- 
storing economic  viability. 

The  Administration,  therefore,  is  launching  an  initiative  that  will  enable  us  to 
join  the  rest  of  the  international  community  in  reducing  the  non-concessional  debts 
of  the  poorest  countries  that  are  pursuing  economic  reform.  The  United  States  is 
the  only  major  country  which  is  not  currently  reducing  debt  payments  for  those 
countries  in  the  Paris  Club.  We  want  this  to  change. 

COORDINATION 

Clearly,  we  have  been  talking  about  a  broad  range  of  activities  and  there  are 
many  different  and  sometimes  competing  interests  to  be  taken  into  account.  There 
is  a  high  premium  on  coordination  among  all  of  the  agencies  that  are  involved  in 
these  programs  and  activities.  Coordination  has  been  an  important  concern  for  a 
number  of  us  within  the  Administration.  In  putting  together  this  year's  budget  re- 
quest, for  example,  we  worked  very  closely  together,  seeking  to  allocate  our  scarce 
budgetary  resources  in  ways  that  are  both  cost-effective  and  efficient. 

Frankly,  we  cannot  allow  the  various  concerns  that  we  have  in  each  of  these  areas 
to  be  divorced  from  the  broader  vision  that  we  need  for  advancing  our  national  in- 
terests. This  is  why  we  need  to  place  particular  emphasis  on  coordination.  One  of 
the  principle  coordinating  mechanisms  within  the  U.S.  Government  is  the  National 
Advisory  Council  on  International  Monetary  and  Financial  Policies  (NAC). 

This  council  is  chaired  by  Treasury.  For  many  years  it  has  met  weekly  at  the  staff 
level,  advising  on  U.S.  participation  in  the  international  financial  institutions  and 
coordinating  the  policies  and  practices  of  U.S.  Government  agencies  that  make  loans 
or  engage  in  foreign  financial  or  monetary  transactions. 

In  addition,  there  is  the  Working  Group  on  Multilateral  Aid  (WGMA).  This  work- 
ing group,  also  chaired  by  Treasury,  helps  develop  the  U.S.  position  on  multilateral 
development  bank  lending  activities.  Its  members  include  representatives  from 
State,  AID,  Commerce,  the  Federal  Reserve,  Eximbank,  and  the  Office  of  the  U.S. 
Trade  Representative.  They  are  regular  participants  in  weekly  meetings  of  both  the 
NAC  and  the  WGMA. 

In  addition  to  these  regular  participants,  Treasury  has  sought  to  involve  other 
agencies  and  to  draw  on  their  expertise  on  technical  issues.  For  example,  the  Envi- 
ronmental Protection  Agency  (EPA),  the  Council  on  Environmental  Quality  (CEQ), 
and  the  National  Oceans  and  Atmosphere  Administration  (NOAA)  participate  in  the 
WGMA  to  provide  guidance  on  environmental  issues  and  in  additional  monthly 
meetings  that  are  scheduled  to  evaluate  environmental  impact  assessments  for  mul- 
tilateral development  bank  loans. 

Treasury  also  consults  with  other  agencies  in  formulating  the  U.S.  negotiating  po- 
sition for  replenishments  of  the  multilateral  development  banks.  Inter-agency  ap- 
proval is  obtained  prior  to  conclusion  of  these  negotiations  and  members  of  State, 
AID,  and  OMB  participate  as  members  of  the  U.S.  delegation  at  negotiating  ses- 
sions. We  are  currently  working  to  improve  staff  level  coordination  and  tap  into  AID 
expertise  on  developmental  issues  that  can  be  applied  to  our  work  in  the  multilat- 
eral development  banks. 

CONCLUSION 

The  President  has  made  it  clear  that  our  first  priority  is  to  get  our  own  country 
back  on  the  path  to  long-term  and  sustainable  economic  growth.  At  the  same  time, 
we  know  that  we  can  not  separate  our  own  economic  hopes  and  aspirations  from 
those  of  people  in  other  countries,  particularly  the  poorer  people. 

For  our  own  good,  we  must  make  an  investment  in  increasing  economic  growth 
in  developing  countries  and  in  maintaining  the  health  and  well-being  of  the  inter- 
national economic  system.  Greater  economic  growth  is  essential  in  these  countries. 
Without  it,  they  will  not  have  the  domestic  resources  they  need  to  alleviate  poverty 
and  protect  the  environment. 

All  of  the  programs  and  activities  I  have  discussed  today  fit  within  a  framework 
of  international  cooperation.  Our  job  within  the  U.S.  Government  is  to  coordinate 
these  programs  ana  activities  in  a  way  that  most  effectively  serves  our  important 
national  interests.  The  economic  development  we  support  must  promote  greater 
growth  in  developing  countries.  This  growth  must  be  sustainable  over  the  long  term. 
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It  must  also  be  designed  to  help  improve  the  lives  of  poor  people  in  those  countries 
and  provide  increased  protection  for  the  environment. 

With  1  billion  people  trying  to  survive  on  less  than  $1  a  day,  this  is  a  moral  im- 
perative. It  is  also  an  economic  imperative  because  the  developmg  world  represents 
the  fastest  growing  export  market  for  U.S.  goods  and  services.  And  it  is  a  security 
imperative  because  prosperous  nations  are  most  likely  to  be  peaceful  ones. 

Senator  Sarbanes.  Thank  you  very  much,  Mr.  Secretary. 

Secretary  Spero,  you  mentioned  in  your  statement  a  new  initia- 
tive for  nonconcessional  debt  reduction  in  the  poorest  and  most 
needy  developing  countries.  I  take  it  by  nonconcessional  you  mean 
just  straight-out  debt  reduction  and  not  simply  easing  the  terms, 
is  that  rignt,  debt  elimination? 

Ms.  Spero.  Actually,  it  is  the  reduction  of  debt  that  was  incurred 
on  nonconcessional  terms,  as  opposed  to  debt  that  was  originally 
concessional  debt. 

Senator  Sarbanes.  I  see,  and  you  said  you  need  authorization  for 
this  new  initiative  and  $7  million  in  appropriations  to  enable  the 
United  States  to  take  the  first  steps  to  join  the  international  con- 
sensus in  favor  of  this  debt-relief  effort.  How  many  steps  are  there 
going  to  be,  if  this  is  the  first  step?  Do  we  know? 

Ms.  Spero.  By  way  of  background,  Mr.  Chairman,  this  is  a  pro- 

fram  that  the  United  States  agreed  to  at  the  London  Economic 
ummit  a  couple  of  years  ago  known  as  enhanced  Toronto  terms, 
or  Trinidad  terms.  It  would  provide  a  certain  percentage  reduction 
of  this  nonconcessional  debt  for  the  least  developed,  poorest  coun- 
tries. 

Senator  Sarbanes.  All  in  Africa,  or  around  the  world? 

Ms.  Spero.  Around  the  world,  but  it  would  be  the  least  developed 
countries,  the  most  needy  countries.  Many  of  them  are  in  Africa, 
but  there  are  some  Latin  American  countries  as  well  who  qualified, 
or  who  would  qualify  for  this  program. 

The  other  members  of  the  G-7,  the  other  creditor  countries  that 

Earticipated  in  the  Paris  Club,  have  implemented  this  program.  We 
ave  not,  because  we  have  not  requested  nor  received  an  appro- 
priation for  that  activity.  This  $7  million  would  enable  us  to  handle 
debt  relief  for  a  significant  number,  but  not  all  of  those  countries, 
so  that  is  why  it  is  mentioned  as  a  first  step.  It  would  not  enable 
us  to  implement  these  enhanced  Toronto  terms  for  all  of  the  eligi- 
ble debtor  countries. 

I  know  that  Mr.  Summers  worked  a  lot  on  this.  He  may  have 
some  additional  comments. 

Mr.  Summers.  $7  million  would  permit  us  to  extend  this  debt  re- 
lief to  countries  that  are  eligible  for  IDA — that  is,  with  per  capita 
incomes  less  than  $765 — that  have  a  viable  IMF  program  in  place, 
and  that  are  not  currently  creditworthy  as  judged  by  the  U.S.  Ex- 
port-Import Bank  or  other  U.S.  programs.  Those  represent  many  of 
the  low-income  countries  but  not  all  of  the  low-income  countries.  It 
would  be  significantly  more  expensive  to  broaden  the  program  to 
include  all  of  those  countries  or  to  move  to  deeper  debt  reduction, 
as  some  would  favor. 

Senator  Sarbanes.  By  deeper,  you  mean  to  deal  with  the 
concessional  debt  as  well  as  the  nonconcessional  debt? 

Mr.  Summers.  I  mean  that,  and  I  also  mean  to  move  from  the 
50-percent  debt  reduction  that  is  reflected  in  this  program  to  the 
two-thirds  debt  reduction  that  several  of  the  European  countries 
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are  advocating,  or  still  further,  as  many  groups  in  the  United 
States  are  advocating. 

Senator  Sarbanes.  Last  week  the  New  York  Times  reported  that 
the  White  House  had  decided  to  ask  Congress  for  $21  million  over 
the  next  3  years  as  the  U.S.  contribution  to  an  international  effort 
to  help  relieve  21  of  the  world's  poorest  countries,  wiping  $900  mil- 
lion in  debt  from  these  nations'  balance  sheets.  Is  that  accurate? 

Mr.  Summers.  The  $21  million  over  3  years  is  the  same  $7  mil- 
lion that  we  have  been  speaking  about  here.  It  is  18  countries,  not 
21  countries.  The  $900  million  in  debt  that  the  Times  article  dis- 
cussed is  the  amount  to  be  reduced  under  this  proposal  for  3  years. 

Senator  Sarbanes.  How  much  less? 

Mr.  Summers.  I  believe  it  is  about  more  like  $250  million,  but 
that  is  for  2  years. 

Senator  Sarbanes.  $250  million. 

Mr.  Summers.  The  first  2  years  would  be  $228  million  in  debt. 

Senator  Sarbanes.  That  figure  is  grossly  overstated  is  what  you 
are  telling  me. 

Mr.  Summers.  Yes,  for  2  years. 

Senator  Sarbanes.  But  the  United  States  by  putting  up,  let  us 
say,  $7  million  for  2  years,  $14  million,  can  help  wipe  off  in  con- 
junction with  other  countries  $228  million  in  debt.  You  are  getting 
better  than  a  10  to  1  ratio  on  that,  is  that  right? 

Mr.  Summers.  What  is  involved,  Senator,  is  forgiveness  of  debt 
that  is  owed  to  the  United  States  and  is  not  now  being  paid,  so  we 
simply  say  that  we  are  forgiving  this  debt  and  you  do  not  have  to 
pay  it.  The  $14  million  is  a  feature  of  the  budget  accounting  system 
which  reflects  an  estimate  of  how  much  we  would  be  likely  to  col- 
lect if  we  tried  to  collect  that  debt,  given  the  tremendous  debt  bur- 
dens these  countries  are  under,  but  the  tangible  act  is  simply  say- 
ing that  we  are  forgiving  these  categories  of  debt. 

Senator  Sarbanes.  So  the  amount  of  debt  we  are  forgiving  is 
much  greater  than  $14  million.  That  is  just  what  is  estimated  as 
the  potential  ability  to  collect  on  a  much  larger  debt. 

Mr.  Summers.  That  is  right.  It  is  $228  million. 

Senator  Sarbanes.  That  is  the  U.S.  debt. 

Mr.  Summers.  Yes,  that  is  right. 

Senator  Kassebaum.  Mr.  Chairman,  to  help  me  understand  this, 
let  me  wade  into  this  in  a  minute,  if  I  may,  because  this  is  lever- 
aged, is  it  not,  though?  When  we  are  speaking  of  the  scoring  of  the 
$21  million  on  appropriations,  our  own  $21  million  over  3  years  or 
$14  million  over  2,  it  is  because  it  is  leveraged  through  the  Paris 
Club  funding,  is  this  not  right?  So  our  amount  going  in  actually 
translates  into  a  much  larger 

Senator  Sarbanes.  No,  the  leverage  is  even  greater,  as  I  under- 
stand it.  The  United  States  over  2  years  would  forgive  $228  million 
worth  of  debt  owed  to  the  United  States  by  these  countries.  That 
gets  scored  at  $14  million  because  we  do  not  expect  to  collect  the 
mil  amount. 

Now,  how  much  debt  above  the  $228  million  is  being  forgiven  by 
the  other  members  of  the  Paris  Club,  which  I  think  is  Senator 
Kassebaum's  question,  as  a  consequence  of  this  program  of  which 
the  United  States  is  but  one  participant?  The  other  members  have 
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debt  to  these  countries  which  they  are  forgiving,  and  some  of  them 
I  think  are  much  larger  creditors  of  these  countries  than  we  are. 

Mr.  Summers.  We  can  furnish  you  with  the  figure.  It  will  be 

Senator  Sarbanes.  The  $900  million  figure  might  be  right. 

Mr.  Summers.  I  would  guess  it  is  somewhat  greater  than  $900 
million,  if  you  include  all  the  debt  forgiveness.  Some  of  this  reflects 
things  that  other  countries  have  done  already  through  the  Paris 
Club  and  have  wanted  us  to  do  for  some  time,  but  that  we  have 
been  unwilling  to  do,  but  if  you  take  the  total  amount  of  debt  that 
is  being  reduced,  I  suspect  it  would  be  in  excess  of  $1  billion.  We 
can  get  you  the  precise  figure. 

[The  data  are  not  currently  available  from  the  Paris  Club.] 

Senator  Sarbanes.  That  would  be  helpful.  I  understand  that  we 
agreed  to  do  this  2  years  ago  and  have  not  yet  delivered  on  the 
agreement. 

Mr.  Summers.  We  agreed  to  a  menu  of  options  which  included 
debt  reduction,  or  included  a  postponement  of  debt  without  reduc- 
tion. The  option  of  postponement  was  put  there  basically  at  the 
U.S.  insistence,  because  it  was  unwilling  to  engage  in  reduction,  so 
what  was  formally  agreed  was  the  menu  of  three  choices,  of  which 
the  United  States  chose  the  third  choice,  namely  the  rescheduling 
rather  than  the  debt  reduction,  and  with  other  countries  pushing 
for  the  debt  reduction. 

So  we  agreed  to  be  part  of  a  process  of  addressing  this  debt  prob- 
lem, but  we  did  not  actually  commit  to  doing  the  debt  reduction, 
because  the  previous  administration  was  not  willing  to  go  to  the 
Congress  to  request  the  funds  for  it. 

Senator  Sarbanes.  All  the  other  creditor  countries  in  the  Paris 
Club  are  doing  the  debt  reduction. 

Mr.  Summers.  Certainly  the  vast  majority  of  them  are,  Senator 
Sarbanes.  I  would  not  want  to  say  for  certain  that  they  all  were. 

Senator  Sarbanes.  OK  Now  I  am  going  to  yield  to  Senator 
Kassebaum,  but  let  me  just  ask  one  final  question.  I  want  to  dif- 
ferentiate between  two  things.  One  is  meeting  obligations  which  we 
have  assumed  in  negotiations  with  others  that  worked  this 
leveraging  at  the  international  level.  Another  is  undertaking  new 
obligations,  or  further  commitments. 

I  am  concerned  that  the  United  States  undertakes  commitments 
and  then  does  not  deliver  on  them.  We  enter  into  negotiations,  we 
conclude  the  negotiations,  the  Congress  in  some  way  or  another  ap- 
proves them  or  gives  some  stamp  of  acceding  to  it,  and  then  we  fail 
to  come  through.  So  we  are  not  meeting  our  responsibilities. 

I  would  like  to  find  out  if  we  are  in  such  a  situation  now  in  any 
of  our  multilateral  obligations?  Do  you  know,  offhand? 

Mr.  Summers.  I  can  speak  to  that.  We  have  an  arrearage  com- 
bined to  the  multilateral  development  banks  of  $374  million.  A  sub- 
stantial part  of  that  is  to  the  Asian  Development  Bank  and  to  the 
Asian  Development  Fund.  That  is,  an  arrearage  that  we  have  built 
up  over  a  number  of  years.  If  the  administration's  budget  request 
for  this  year  would  tread  water,  we  would  meet  all  our  new  obliga- 
tions but  we  would  not  make  up  any  of  that  arrearage. 

Senator  Sarbanes.  By  new  obligations,  you  mean  the  next  step 
in  obligations  previously  assumed. 
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Mr  Summers.  That  is  correct,  yes.  If  we  fall  short  of  what  the 
administration  has  requested  in  terms  of  what  is  appropriated, 
then  that  $374  million  will  increase. 

Senator  Sarbanes.  How  much  of  the  $374  million  involves  the 
two  Asian  funds  you  mentioned? 

Mr  Summers.  I  have  just  been  handed  a  sheet  of  paper.  Uur  ar- 
rears to  the  Asian  Development  Fund,  which  is  the  soft  loan  win- 
dow of  the  Asian  Development  Bank,  are  $157.5  million  at  the  end 
of  fiscal  1993.  Our  arrears  at  the  end  of  fiscal  year  1993  to  the 
Asian  Development  Bank  will  be  another  $13  million. 

So  it  is  about  $170  million  that  we  owe  to  the  Asian  Develop- 
ment Bank  and  Fund,  $62  million  that  we  owe  to  the  African  De- 
velopment Fund,  about  $12  million  we  owe  to  the  Inter-American 
Development  Bank  and  its  various  affiliates,  and  about  $117  mil- 
lion we  owe  to  the  World  Bank  and  its  various  affiliates.  The  larg- 
est arrearage  to  the  affiliate  of  the  World  Bank  is  the  $84  million 
that  we  owe  to  IDA. 

If  I  might  make  one  other  comment  on  the  subject  of  our  obliga- 
tions and  arrearages,  the  previous  administration  working  with  all 
of  the  other  countries  entered  into  a  new  agreement  for  IDA,  the 
so-called  tenth  replenishment  of  IDA,  which  will  begin  next  y ear. 
That  agreement  calls  for  an  American  contribution  of  $1.25  billion 

1  That  is  an  obligation  that  the  United  States  has  entered  into, 
and  if  there  were  to  be  any  indication  that  we  were  not  going  to 
be  able  over  time  to  authorize  that  entire  obligation  and  then  to 
appropriate  that  entire  obligation,  the  framework  of  the  IDA  agree- 
ment with  other  countries  would  probably  start  to  fall  apart. 

That  is  a  particularly  important  situation,  because  if  the  United 
States  stepped  back,  the  whole  agreement  could  fall  apart. 

Senator  Sarbanes.  How  much  is  the  whole  agreement  worth  of 
which  the  United  States  is  going  to  put  $1.25  billion  a  year  for  3 

vears1^ 
Mr.  Summers.  It  is  $3.75  billion  for  the  United  States  over  3 

years,  into  a  $22  billion  agreement. 

Senator  Sarbanes.  And  the  $84  million 

Mr.  Summers.  The  $84  million 

Senator  Sarbanes.  For  IDA  is  an  arrearage  from  the  past  agree- 
ment. 

Mr.  Summers.  That  is  correct. 

Senator  Sarbanes.  Well,  I  might  pursue  this  further,  but  I  would 
recognize  Senator  Kassebaum  at  this  point. 

Senator  Kassebaum.  I  just  want  to  ask  on  that  point,  it  seemed 
from  the  figures  you  gave  that  the  Asian  Development  Bank  had 
taken  a  particular  hit,  is  that  right? 

Senator  Sarbanes.  The  Development  Fund. 

Senator  Kassebaum.  The  Development  Fund,  the  soft  loans,  is 
there  any  particular  reason  why  that  happened? 

Senator  Sarbanes.  That  is  a  good  question.  Are  any  of  these  ar- 
rearages for  substantive  reasons,  or  is  it  just  that  we  have  fallen 

Mr  Summers.  I  believe  the  reason  why  the  Asian  Development 
Fund  has  been  allowed  to  accumulate  the  largest  arrearages  frank- 
ly reflects,  in  significant  part,  the  attractiveness  of  these  various 
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entities  to  the  Congress  as  it  has  appropriated  money.  It  reflects 
also  where  there  would  be  the  greatest  shortrun  problems,  if  there 
was  a  shortfall  and  the  United  States  had  an  arrearage.  Because 
there  is  a  lot  of  money  available  to  the  Asian  Development  Fund 
there  was  a  sense  that  the  United  States  delaying  its  obligations 
would  probably  be  the  least  serious  in  that  case,  and  those  are  the 
two  factors  that  combined  to  do  this. 

I  would  say  in  this  regard  that  my  colleague,  Jeff  Shafer,  the  As- 
sistant Secretary  of  the  Treasury,  recently  attended  the  annual 
meeting  of  the  Asian  Development  Bank  and  in  the  context  of  that 
meeting  this  arrearage  was  very  much  discussed,  and  the  position 
we  took  was  that  it  would  be  difficult  for  us  to  rush  ahead  to  a  new 
capital  increase  for  that  bank  until  we  had  a  chance  to  look  at  the 
arrearage  we  already  had.  This  was  seen  as  representing  a  signifi- 
cant withdrawal  of  the  United  States  from  Asia. 

I  do  not  think  that  was  the  right  impression,  but  our  inability 
to  make  these  payments  and  to  move  ahead  in  that  bank  really  did 
have  consequences  in  terms  of  our  influence.  In  particular,  in  that 
bank  our  role  as  the  co-largest  shareholder  with  the  Japanese  is 
threatened  if  we  are  not  able  to  do  something  about  these  arrear- 
ages over  time. 

Senator  Kassebaum.  Secretary  Spero,  I  would  like  to  start  with 
you  and  ask  a  moment,  because  I  was  interested  in  your  laving  out 
the  philosophy  somewhat,  or  the  focus  as  far  as  sustainable  devel- 
opment and  building  democracy  and  humanitarian  efforts,  and  the 
development  versus  the  export  promotion  which  has  received  some 
attention  and  focus  now  in  the  State  Department,  and  I  think  that 
is  important. 

It  seemed  from  the  figures  you  gave  that  certainly  Eximbank  was 
receiving  a  significant  increase  in  funding,  and  TDA  as  well.  I  do 
not  know  about  OPIC,  because  I  do  not  remember  what  they  get, 
and  it  is  about  $17.9  million  is  the  request  now,  but  regardless, 
that  is  not  the  thrust  of  my  question. 

It  is  really  what  each  of  them  do  in  relation  to  their  coordinated 
activity.  Exim  has  always  had  a  special  niche.  I  think  in  many 
ways  the  activities  of  the  Eximbank  broadened  considerably.  As  we 
used  to  argue,  it  should  include  greater  support  for  smaller  busi- 
nesses and  so  forth,  and  what  exactly  the  scope  of  their  effort  has 
always  been  a  bit  of  a  debatable  issue  up  here,  as  you  are  probably 
aware,  but  I  think  it  is  an  important  initiative. 

But  I  guess  what  I  want  to  focus  on  a  bit  was  the  Trade  and  De- 
velopment Agency  versus  OPIC,  because  it  seems  to  me  that  they 
do  a  little  bit  a  duplicative  initiative,  or  are  there  really  two  very 
separate  functions,  and  I  would  just  be  curious  to  hear  your  analy- 
sis. 

Ms.  Spero.  Actually,  I  believe  they  are  quite  separate.  Interest- 
ingly enough  the  relationship  in  a  way  is  more  between  TDA  and 
Exim. 

The  TDA  does  feasibility  studies  for  projects  that  developing 
countries  might  wish  to  engage  in.  For  example,  there  have  been 
studies,  prefeasibility  and  feasibility  studies  about  the  development 
of  satellite  networks. 

I  believe  it  was  in  the  Ivory  Coast,  for  example,  that  TDA  gave 
a  grant  for  a  feasibility  study  for  the  development  of  satellite  net- 
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works  for  rural  communication,  and  the  contract  to  do  that  feasibil- 
ity study  was  done  by  Comsat.  When  it  came  to  actually  imple- 
menting the  program,  Comsat  was  given  the  contract. 

So,  the  TDA  provides  feasibility  studies  that  then  can  lead  to  ac- 
tivities that  may  generate  American  exports,  so  that  TDA  is  the 
first  phase  of  the  chain.  Then  Exim  can  finance  exports  that  are 
already  part  of  the  project. 

Senator  Kassebaum.  I  knew  that  is  what  Exim  did.  Now,  where 
does  OPIC  fit  in? 

Ms.  Spero.  OPIC  is  designed  by  and  large  to  provide  insurance 
for  noncommercial  risk  for  U.S.-foreign  investors.  OPIC,  as  I  under- 
stand it,  has  a  very  small  loan  or  loan  guarantee  program  that  is 
provided  for  small  business  activity,  but  by  and  large  it  guarantees 
risks  to  foreign  investors  that  do  not  have  to  do  with  commercial 
risk,  if  you  will,  political  risk  insurance. 

It  is  possible — I  do  not  know  of  any  specific  cases — that  TDA  ac- 
tivities, to  get  to  your  first  question,  could  lead  to  some  kind  of  for- 
eign investment  that  could  then  perhaps  benefit  from  an  OPIC 
guarantee,  but  I  do  not  know  of  a  case.  There  may  be,  and  I  would 
be  happy  to  see  if  there  are  cases,  where  that  eventuality  occurs. 

[The  following  information  was  submitted  for  the  record.] 

Question.  Have  any  TDA  financed  activities  generated  OPIC-insured  U.S.  invest- 
ments? 

Answer.  TDA  has  coordinated  at  least  two  projects  with  OPIC,  supporting  invest- 
ment missions  to  Indonesia  and  Thailand.  $39.5  million  was  invested  in  Thailand 
as  a  result  of  that  mission.  Figures  are  not  yet  available  for  the  Indonesia  mission, 
but  several  companies  are  proceeding  with  investment  plans. 

Senator  Kassebaum.  TDA  then  principally  does  feasibility  stud- 
ies for  larger  scale  commercial  activity.  Is  this  coordinated  in  any 
way  through  UNDP,  or  is  this  just  principally  our  own  emphasis 
toward  our  own  industries  here? 

Ms.  Spero.  I  do  not  have  the  answer  to  that  question,  and  it  is 
a  good  one.  I  would  be  happy  to  get  back  to  you  on  whether  they 
work  with  UNDP,  which  as  you  know  does  do  feasibility  studies  as 
well.  It  has  been  a  rather  small  program  until  now,  about  $20  mil- 
lion a  year. 

Senator  Kassebaum.  That  is  why  I  was  surprised,  because  it  is 
a  significant  increase,  and  I  just  tend  to  feel  so  often  we  do  not  do 
as  much  as  we  could  and  should  in  coordination,  and  so  before  you 
know  it  you  have  got  several  different  groups  doing  many  similar 
activities,  in  a  way,  when  it  could  be  strengthened. 

I  was  interested  in — well,  no,  I  guess  actually  Secretary  Sum- 
mers, it  is  in  yours  that  the  coordinating  mechanism  is  the  Na- 
tional Advisory  Council  on  International  Monetary  and  Financial 
Policies.  Now,  I  do  not  know  that  that  encompasses  what 
Eximbank  is  doing.  This  is  more,  I  just  assume,  policy  develop- 
ment, financial  transactions,  and  so  forth. 

Mr.  Summers.  I  am  advised  that  the  principal  Eximbank  trans- 
actions do  go  through  the  NAC  as  well. 

Senator  Kassebaum.  Does  TDA,  because 

Mr.  Summers.  TDA  does  not. 

Senator  Kassebaum.  Or  OPIC. 

Mr.  Summers.  OPIC,  no. 

Senator  Kassebaum.  How  often  does  this  meet? 
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Mr.  Summers.  Weekly. 

Senator  Kassebaum.  That  is  interesting. 

Senator  Sarbanes.  Are  you  the  chairman  of  it? 

Mr.  Summers.  I  am  told  that  the  Secretary 

Senator  Sarbanes.  I  do  not  want  to  get  personal  in  my  question- 
ing. 

Mr.  Summers  [continuing].  I  am  told  that  the  Secretary  is  the 
chairman  in  a  formal  sense.  I  would  chair  meetings  of  NAC  mem- 
bers at  my  level,  most  of  the  NAC's  work,  though,  is  done  bv  a 
staff-level  group  which  is  chaired  by  Treasury  and  meets  weekly. 

Senator  Kassebaum.  I  do  not  know  if  either  of  you  would  be  fa- 
miliar with  a  book  by  Ann  Krueger,  who  has  published  a  review 
of  U.S.  trade  and  foreign  aid  development,  principally,  and  she  says 
that  in  many  instances  our  foreign  aid  and  trade  policies  work  at 
cross  purposes. 

I  think  she  particularly  focuses  on  the  Caribbean  Basin  initiative 
and  our  trade  and  the  Philippines,  but  with  the  Caribbean  Basin 
initiative,  I  remember  the  debate  here  where  on  the  one  hand  we 
were  providing  subsidies  and  the  other  hand,  with  our  trade  poli- 
cies, limiting,  of  course,  what  could  come  into  our  markets. 

So  we  do  work  at  cross  purposes  at  times,  and  maybe  that  is  the 
reality  of  it  all,  but  this  is  why  I  spent  some  time  trying  to  figure 
out  if  there  is  any  effort  to  really  coordinate  these  groups,  because 
it  seems  to  me  through  that  coordination  the  whole  effort  is 
strengthened,  and  particularly  when  one  is  working  in  countries 
where  other  nations  are  involved,  and  particularly  enhancing  our 
own  economy  here  as  we  work  with  our  own  businesses. 

Ms.  Spero.  I  might  comment  on  the  question  of  coordination.  I 
believe  it  is  very  central  to  the  effort  that  is  being  carried  out  both 
by  Dr.  Wharton  and  by  the  larger  effort  that  is  going  on  under  the 
NSC  auspices  to  look  at  U.S.  foreign  assistance. 

The  first  step  in  that  process,  Senator  Kassebaum,  was  simply  to 
do  an  inventory  and  to  create  a  data  base,  which  did  not  exist,  of 
all  of  the  programs  that  the  U.S.  Government  has  in  the  area  of 
foreign  assistance,  broadly  defined,  and  I  believe  what  they  are  dis- 
covering is  that  those  programs  are  very  diverse  and  people  in- 
volved in  those  programs  in  some  cases  were  not  fully  aware  them- 
selves of  the  universe  of  activity,  which  very  much  goes  to  your 
point  of  a  need  for  coordination. 

I  believe  that  is  an  issue  that  will  eventually  come  out  of  the 
NSC  process. 

Senator  Kassebaum.  Secretary  Summers. 

Mr.  Summers.  If  I  might  just  add  something  on  that,  I  think  in 
the  book  that  you  referred  to  by  Ann  Krueger,  she  hits  on  a  par- 
ticularly difficult  point.  It  is  easier  to  see  how  to  marry  and  coordi- 
nate the  various  kinds  of  assistance  programs  than  the  very  dif- 
ferent sorts  of  interests  and  constituencies  that  are  at  play  in  the 
aid  and  the  trade  policy. 

On  the  one  hand,  when  we  are  thinking  about  trade  policy  we 
are  very  sensitive  to  the  interests  of  American  producers  and  the 
American  economy.  When  we  are  thinking  about  aid  policies,  we 
tend  to  be  focused  on  the  welfare  of  the  other  guy,  and  I  think 
there  is  room  to  look  more  at  that  in  both  directions.  That  is,  I 
think  it  is  of  particular  importance  that  we  think  about  the  fact 
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that  some  of  the  trade  barriers  we  impose  are  often  costing  devel- 
oping countries  a  large  amount  of  money  from  lost  sales  opportuni- 
ties and  it  would  be  better  for  them  to  earn  money  from  exports 
than  to  get  it  from  aid. 

Also,  there  are  certain  kinds  of  things  that  perhaps  we  do  not 
want  to  subsidize  them  to  do  because  that  is  not  in  our  economic 
interest.  I  think  that  is  a  very  real  problem. 

Senator  Kassebaum.  But  you  are  so  right,  it  is  easier  to  talk 
about  it  here  than  it  is  when  we  get  right  down  to  the  reality  of 
having  to  vote  on  some  of  these  initiatives,  where  the  political  re- 
ality comes  into  play. 

This  may  happen  actually  in  an  area  that  I  would  like  to  ask  you 
a  little  bit  about,  Secretary  Summers,  and  that  is  aid  to  Russia  and 
our  package  of  aid  there,  because  there  is  a  bilateral  component, 
I  believe,  and  a  multilateral  component,  and  then  a  debt-forgive- 
ness component,  is  that  right 

Mr.  Summers.  Yes. 

Senator  Kassebaum  [continuing].  And  the  importance,  again,  it 
seems  to  me  of  coordination,  and  I  would  like  to  ask  you  a  little 
bit  about  that,  because  it  seems  to  me  the  success  depends  upon 
all  of  these  kind  of  fitting  in  together,  and  how  do  we  intend  to  co- 
ordinate this  package?  Who  is  going  to  be  the  principal  coordina- 
tor? Will  that  fall  to  you? 

Mr.  Summers.  Ambassador  Talbot  has  been  asked  by  the  Presi- 
dent to  coordinate  our  overall  policy  with  respect  to  the  former  So- 
viet Union. 

I  have  been  closely  involved  both  with  the  international  financial 
institutions,  which  are  the  vehicles  through  which  the  multilateral 
component  of  the  policy  is  being  designed,  and  in  negotiating  the 
debt  arrangements  with  our  G^7  Paris  Club  partners.  And  Treas- 
ury has  also  played  a  role  in  the  formulation  of  the  bilateral  pack- 
age, and  I  think  at  this  point  we  have  those  three  ships  sailing 
pretty  much  in  unison,  but  it  is  clear  that  we  need  to  have  a  sense 
of  who  is  doing  what. 

I  think  at  this  point  the  debt  issue  is  a  somewhat  separate  issue 
that  has  been  resolved.  The  multilateral  program  of  support  is 
heavily  directed,  though  not  exclusively,  at  the  questions  of  sta- 
bilization and  macroeconomic  policy,  whereas  our  bilateral  efforts 
are  more  focused  on  microeconomic,  on-the-ground  kinds  of 
projects. 

I  would  just  mention  that  the  key  challenge  we  face  heading  to- 
ward the  summit  is  finding  multilateral  support  for  the  Special  Pri- 
vatization and  Restructuring  Fund  that  the  United  States  has  pro- 
posed. This  can  make  an  absolutely  critical  difference  by  enabling 
the  privatization  and  the  restructuring  of  these  large  enterprises, 
especially  in  single  company  towns  where  in  some  cases  literally 
tens  of  thousands  of  people  are  working  in  the  firms.  If  we  are  not 
able  to  provide  the  support  for  the  restructuring  of  those  enter- 
prises, I  think  it  would  be  very  difficult  to  succeed  in  stopping  the 
flow  of  credits  to  those  enterprises.  This  will  make  inflation  and 
large  budget  deficits  more  likely,  and  will  make  the  whole  process 
of  economic  reform  more  difficult.  So  I  think  the  key  coordination 
challenge  on  the  economic  side  that  we  face  is  getting  that  $4  bil- 
lion Special  Privatization  and  Restructuring  Fund  rolling. 
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Senator  Kassebaum.  Now,  is  that  special  privatization  fund  in 
the  World  Bank?  Where  is  that  going  to  be?  Who  is  going  to  be  re- 
sponsible for  that? 

Mr.  Summers.  The  precise  structuring  is  still  the  subject  of  nego- 
tiation with  the  Gr-7,  who  we  hope  and  trust  will  be  additional  con- 
tributors to  that  fund.  Ultimately,  some  of  the  disbursement  will 
be  administered  in  Russia,  but  just  how  the  fund  will  be  handled 
is  still  the  subject  of  negotiation  and  discussion. 

Senator  Kassebaum.  Do  you  think  that  will  be  worked  out  at  the 
G-7  meeting? 

Mr.  Summers.  I  am  very  hopeful  that  it  will  be  worked  out  and 
that  it  will  be  worked  out  prior  to  the  summit,  because  this  is  a 
subject  of  ongoing  consultations. 

Senator  Kassebaum.  Thank  you  very  much.  That  is  all  I  have 
right  now. 

Senator  Sarbanes.  Senator  Brown. 

Senator  Brown.  Thank  you,  Mr.  Chairman. 

Secretary  Spero,  as  you  may  have  heard,  we  had  had  some  dis- 
cussion regarding  your  nomination  earlier  today  not  for  your  cur- 
rent position  as  the  Under  Secretary  but  for  the  position  you  will 
occupy  with  regard  to  a  variety  of  international  institutions  in- 
volved in  lending  practices. 

One  of  the  subjects  we  raised  specifically  was  the  European  Bank 
for  Reconstruction  and  Development  [EBRD].  You  were  kind 
enough  to  chat  with  me  beforehand,  and  frankly  that  was  very 
helpful. 

I  confess  the  comments  from  my  good  friend  the  chairman  of  the 
committee  here  advising  me  that  in  your  response  to  our  questions 
about  the  bank,  you  were  somewhat  constrained  to  not  express 
your  own  view  but  that  of  the  administration.  I  thought  that  was 
a  fair  observation  on  his  part. 

But  all  that  said  and  done,  I  am  appalled  by  what  that  bank  has 
done:  $300  million  in  overhead  with  only  $240  million  in  loans;  by 
the  incredible  opulence  of  its  headquarters,  particularly  for  an  in- 
stitution that  is  going  to  make  below  market  rate  loans.  You  can 
make  below-market  loans  in  a  warehouse  in  London,  and  people 
who  need  loans  would  love  to  come  and  see  you. 

My  hope  is  you  would  be  willing  to  share  your  thoughts  or  com- 
ments about  what  it  is  you  hope  to  do  or  intend  to  do  to  try  to  get 
the  European  Bank  straightened  out. 

Ms.  Spero.  Well,  let  me  comment  on  what  we  are  trying  to  do 
now.  We  have  requested,  and  it  has  been  supported  by  other  mem- 
bers of  the  board  of  the  EBRD,  that  there  be  not  only  an  independ- 
ent audit  committee  but  an  independent  audit,  examination  by  an 
independent  audit  firm,  to  explore  the  activities  of  the  EBRD  and 
the  appropriateness  of  its  controls  and  all  the  things  that  an  audit 
report  should  and  must  do. 

We  have  also  been  supportive  of  the  creation  of  a  new  position 
of  budget  director,  who  will  be  accountable  to  the  board  and  its 
committee,  and  who  will  be  responsible  for  promoting  financial  dis- 
cipline within  the  EBRD.  We  believe  that  the  best  thing  to  do  is 
to  wait  to  see  what  that  audit  committee  report  reveals,  so  that  we 
can  examine  what  kinds  of  corrections,  if  any,  will  be  necessary. 
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Senator  Brown.  Let  me  emphasize,  I  fully  appreciate  that  this 
happened  under  the  Bush  administration,  not  the  Clinton  adminis- 
tration, and  I  do  not  raise  it  as  a  partisan  concern.  I  think  if  any- 
one is  to  take  credit  for  these  abuses  it  is  not  you  or  the  current 
administration.  Having  said  that,  as  a  CPA  I  have  some  idea  of 
what  audits  are  about  and  what  audit  committees  do. 

As  I  understand,  there  is  not  any  question  about  the  integrity  of 
the  books.  There  may  well  be,  and  I  am  not  familiar  with  it,  but 
the  concerns  I  am  raising  are  not  that  the  reports  were  inaccurate, 
the  concern  I  am  raising  is  not  that  someone  approved  unauthor- 
ized expenditures.  I  am  concerned  about  the  judgment  of  the  bank 
president  in  approving  those  expenditures.  I  honestly  do  not  under- 
stand why  we  would  not  favor  getting  rid  of  the  bank  president. 

It  is  not  a  question  of  whether  or  not  an  audit  was  good.  It  is 
a  question  of  whether  or  not  this  person  who  heads  the  bank  has 
the  judgment  to  continue.  I  am  not  trying  to  give  you  a  bad  time, 
but  I  honestly  do  not  understand  how  anyone,  Democrat  or  Repub- 
lican, Liberal  or  Conservative,  British,  French,  American,  Anglo- 
Saxon — I  do  not  know  how  anyone  could  think  this  president  was 
an  appropriate  one  to  lead  that  institution. 

Ms.  Spero.  I  honestly  believe  that  it  will  be  essential  to  view  the 
actual  facts,  the  audit  of  the  operation  of  the  bank.  Any  consulta- 
tion would  have  to  take  place  in  the  context  of  the  bank's  board. 
It  would  not  be  appropriate  at  this  time  for  me  to  voice  any  opinion 
about  the  leadership  of  the  bank  one  way  or  the  other. 

Mr.  Summers.  Senator,  since  Secretary  Bentsen  as  the  governor 
of  the  bank  has  been  taking  the  lead  on  this  issue,  let  me  just  com- 
ment. We  are  very  concerned,  and  we  have  made  very  clear  both 
publicly  and  in  Secretary  Bentsen's  private  consultation,  that  it  is 
simply  not  acceptable  for  the  bank  to  continue  operating  in  the  fu- 
ture in  the  way  in  which  it  has  been  suggested,  or  the  way  in 
which  these  reports  indicate  that  it  has  been  operated  in  the  past. 

The  audit  that  we  envision  is  one  that  will  go  beyond  the  stand- 
ard audit  such  as  were  all  the  checks  signed  appropriately;  it  will 
look  at  questions  like,  what  was  the  role  of  the  bank,  as  opposed 
to  that  of  the  British  Government,  which  had  provided  support  in 
the  context  of  the  planning  and  design  of  the  building? 

We  will  look  at  the  circumstances  under  which  senior  bank  staff 
made  use  of  private  airplanes  and  we  will  look  at  the  other  cir- 
cumstances where  it  has  been  suggested  by  these  various  reports 
that  there  has  been  extravagance. 

It  seems  to  us  appropriate  to  have  that  kind  of  information  in 
the  context  of  the  consultations  that  we  will  have  with  the  bank's 
other  shareholders,  as  to  what  can  be  done  to  ensure  that  the  bank 
has  the  trust  of  each  shareholder  government,  and  the  taxpayers 
of  the  countries  of  the  shareholding  government,  that  this  money 
is  being  used  as  efficiently  and  as  well  as  possible.  But  this  audit 
is,  I  think,  an  important  source  of  information  in  the  context  of  the 
consultations  that  we  have  to  have.  The  United  States,  after  all,  is 
a  10-percent  shareholder  in  this  bank. 

Senator  Brown.  I  fully  appreciate  that  our  vote  does  not  decide 
the  outcome.  Nonetheless,  I  think  our  willingness  to  speak  out  is 
important.  I  appreciate  what  both  of  you  have  said. 
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What  you  said  is  you  are  concerned  about  it,  that  this  is  not  nec- 
essarily the  forum  in  which  you  would  announce  your  viewpoint  on 
this,  and  that  vou  are  going  to  follow  up  and  see  what  can  be  done 
and  what  the  racts  are.  Is  that  fair? 

Mr.  Summers.  We  certainly  will  be  following  up,  and  we  will  be 
vigorously  engaged  in  consultations  with  the  bank's  other  share- 
holders as  to  how  to  make  sure  that  these  kinds  of  problems  never 
resurface. 

Senator  Brown.  I  appreciate  that,  and  I  think  that  is  helpful. 

Do  either  of  you  have  a  feel  for  what  kind  of  time  line  we  are 
looking  at  in  terms  of  review  or  actions.  Are  we  talking  60  days  or 
6  months,  or  is  it  the  kind  of  thing  that  is  simply  difficult  to  give 
a  time  line  on? 

Mr.  Summers.  I  think  it  is  difficult  to  give  a  time  line  on  this 
process.  We  have  impressed  on  all  concerned  the  importance  that 
we  attach  to  doing  this  as  rapidly  as  possible.  The  audit  report,  we 
are  hoping  and  expecting  will  be  available  on  or  before  July  15. 
Once  that  information  is  available,  I  think  we  will  be  in  a  better 
position  to  see  what  the  way  forward  is. 

I  would  emphasize  that  there  are  steps  that  have  already  been 
taken.  The  gentleman  who  was  in  charge  of  the  budget  has  been 
moved  entirely  away  from  that  function.  An  independent  budget  di- 
rector with  much  closer  reporting  to  the  board  will  be  put  in  place 
as  soon  as  such  a  person  is  identified.  I  am  not  presenting  those 
as  the  total  solution  to  the  problem,  which  I  think  does  have  to 
await  some  additional  information-gathering,  but  just  as  indicative 
of  what  has  been  done  already. 

Senator  Brown.  I  appreciate  that,  and  I  appreciate  your  attitude 
in  dealing  with  it.  Just  speaking  for  myself — apparently  not  a  large 
group,  judging  from  this  morning — but  firing  the  president  yester- 
day would  be  giving  him  too  long  a  tenure.  That  is  my  view,  and 
I  suspect  it  is  shared  by  a  lot  of  Americans  as  they  understand  the 
issue,  and  especially  the  banking  community. 

Let  me  visit  one  other  issue  that  I  would  put  in  the  category  of 
sins  of  the  previous  administration,  Mr.  Chairman,  because  I  do 
not  bring  it  up  for  partisan  reasons.  One  of  the  things  that  passed 
and  was  addressed  in  the  Foreign  Relations  Committee  back  in 
1990  was  a  provision  with  regard  to  first-class  air  travel  for  these 
multilateral  development  banks  and  the  provision  out  of  the  For- 
eign Relations  report  has  this  provision: 

The  Secretary  of  the  Treasury  shall  instruct  the  United  States  executive  directors 
of  the  multilateral  development  banks  in  the  International  Monetary  Fund,  1)  to 
seek  the  adoption  within  12  months  after  the  date  of  the  enactment  of  this  legisla- 
tion of  administrative  procedures  prohibiting  personnel  of  their  respective  banks 
and  affiliates  of  such  banks  and  such  fund  from  using  first-class  air  travel  for  busi- 
ness of  such  banks  or  the  fund. 

It  goes  on  to  provide  that  if  they  are  not  able  to  adopt  those  pro- 
cedures, that  they  will  report  back  to  the  committee.  I  am  advised 
that  the  committee  has  never  been  reported  back  to.  In  other 
words,  if  the  provisions  of  this  section  were  followed  that  indeed 
those  institutions  had  adopted  restrictions  on  first-class  air  travel, 
but  I  am  also  advised  that  some  of  these  institutions  continue  to 
use  first-class  air  travel.  Can  you  give  me  your  impression  of  what 
the  facts  are  and  some  feel  for  what  can  be  done? 
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Mr.  Summers.  Sure.  I  would  emphasize,  again,  that  the  United 
States  is  neither  the  only  shareholder  nor  a  majority  shareholder 
in  any  of  these  institutions.  I  think  that  is  the  reason  why  the  mat- 
ter has  not  been  resolved  long  ago  in  the  direction  that  you  and  we 
would  like  to  see  it  resolved. 

This  has  been  a  matter  of  concern  for  some  time,  and  Secretary 
Bentsen  has  recently  written  to  Senator  Helms  on  this  topic.  I 
might  just  read  quickly  the  relevant  parts  of  his  letter. 

At  the  May  1,  1993  IMF-World  Bank  ministerial -level  development  committee  ses- 
sion, I  stated  that  it  is  urgent  that  the  international  financial  institutions  exercise 
prudence  in  their  administrative  costs,  including  salaries,  travel,  benefits,  and  facili- 
ties. Representatives  of  Canada,  the  United  Kingdom  and  Australia  were  particu- 
larly forceful  in  expressing  similar  sentiments  at  the  meeting. 

I  am  contacting  the  executive  directors  of  the  IMF  and  the  multilateral  develop- 
ment banks  to  collect  information  for  a  separate  report  to  be  provided  in  the  near 
future  on  first-class  air  travel  in  these  institutions. 

I  can  tell  you  that  in  my  capacity  as  Under  Secretary  I  have  asked 
the  executive  directors  that  the  United  States  appoints  to  each  of 
these  institutions  to  do  everything  they  can  to  push  for  changes  in 
policies  as  regards  first-class  air  travel  and  work  generally  toward 
cutting  cost,  and  efficiency. 

Senator  Brown.  I  think  that  is  very  responsive,  and  obviously  I 
am  appreciative  of  the  Secretary's  action.  Do  you  have  a  feel  for 
when  that  report  might  be  coming  to  the  committee? 

Mr.  Summers.  I  would  expect,  Senator,  that  the  report  would  be 
available  in  about  a  month  or  two.  Nevertheless,  I  think  we  both 
know  what  the  report  is  going  to  say,  which  is  that  at  several  of 
the  banks  for  some  of  the  travel,  such  as  travel  that  takes  longer 
than  12  hours,  staff  fly  first  class. 

That  has  been  the  subject  of  extensive  negotiation  between  the 
U.S.  executive  director  and  other  executive  directors  over  time.  It 
is  something  we  intend  to  pursue,  but  again  the  difficulty  is  that 
we  are  one  shareholder. 

Senator  Brown.  I  appreciate  that,  and  I  think  a  report  within 
the  next  60  days  would  be  very  helpful. 

While  I  understand  that  we  are  not  necessarily  a  controlling  in- 
terest in  any  of  these  institutions,  that  does  not  mean  that  a  mo- 
tion cannot  be  made  in  the  directors'  meeting  to  change  the  policy. 
At  least  I  would  interpret  it  as  reasonable  for  a  motion  to  be  of- 
fered, or  for  the  issue  to  be  raised. 

I  understand  if  we  lose  the  vote.  I  have  some  experience  at  that. 
It  seems  to  me  quite  a  different  matter  if  the  issue  is  never  really 
raised  and  put  to  a  vote. 

Mr.  Summers.  We  will  get  you  the  details.  We  have  raised  it  and 
lost  on  several  occasions. 

At  the  World  Bank  where  I  once  worked,  and  I  should  say  that 
I  largely  flew  business  class,  we  have  raised  the  issue.  The  policy 
has  been  changed  in  the  direction  of  less  first-class  travel  as  part 
of  a  compromise  that  resulted  from  our  having  raised  the  issue. 
Our  executive  directors  are  under  instructions  to  raise  the  issue 
regularly  in  the  context  of  budget  discussions. 

Senator  Brown.  I  noticed  in  the  World  Bank's  1992  annual  re- 
port that  going  into  fiscal  1993  the  Bank  had  an  11.7  percent  in- 
crease in  real  terms  of  administrative  cost  over  the  prior  year.  As 
I  calculate  it,  it  was  a  16.6-percent  increase  in  administrative  cost. 
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Obviously,  they  are  figuring  close  to  5  percent  for  inflation  to  get 
that  adjustment,  but  when  you  go  through  their  numbers  that  are 
published  in  the  report,  at  least  these  are  the  ones  that  are  pub- 
lished in  the  paper,  they  indicate  an  average  staff  salary  of 
$123,000  per  person. 

That  includes  janitors,  receptionists,  and  secretaries.  It  does  not 
include  or  calculate  consultants,  which  may  be  paid  more  and  prob- 
ably are  in  categories  that  are  a  little  higher.  But  at  least  in  the 
checking  that  I  nave  done,  this  is  dramatically  higher  than  any- 
thing paid  by  the  private  sector  in  Washington.  You  have  to  get  up 
into  the  heads  of  the  institutions  and  chief  financial  officers  to  get 
salaries  comparable  to  the  average  at  the  World  Bank. 

From  the  report,  it  is  not  clear  whether  that  figure  includes 
fringe  benefits.  Obviously  fringe  benefits  are  a  significant  factor, 
particularly  for  the  World  Bank.  Is  that  information  that  your  folks 
could  put  together  for  us,  whether  or  not  this  includes  fringe  bene- 
fits, and  what  you  consider  an  appropriate  salary  and  compensa- 
tion package? 

Mr.  Summers.  We  can  certainly  put  that  information  together  for 
you,  and  I  share  your  concern.  I  know  the  Secretary  shares  your 
concern  about  administrative  costs  in  these  institutions.  That  is 
something  that  we  really  are  very  vigorously  pursuing.  We  came 
quite  close,  actually,  on  the  IMF  board  this  year  for  the  first  time 
to  sending  back  management's  request  for  a  salary  increase  and  to 
have  it  reduced  substantially,  but  in  the  end  we  lost  the  vote. 

I  would,  though,  make  two  points  that  I  think  are  important  to 
putting  the  figures  into  perspective.  The  first  is  that  in  the  fiscal 
year  that  you  are  referring  to  in  that  report  the  bank  took  on  re- 
sponsibility for  lending  to  the  former  Soviet  Union,  and  so  a  sixth 
of  the  world  was  in  some  sense  added  to  the  range  of  countries 
with  which  it  was  dealing.  If  the  rest  of  the  world  was  not  to  be 
short-changed,  it  was  appropriate  that  there  be  a  quite  abnormal 
increase  in  administrative  costs  in  that  year. 

That  is,  of  course,  a  1-year  kind  of  explanation  and  it  cannot  be 
made  every  year,  but  I  think  for  the  year  that  that  report  is  refer- 
ring to,  that  is  a  relevant  and  extenuating  circumstance. 

Senator  Brown.  I  would  agree.  That  is  a  valid  point. 

Mr.  Summers.  The  second  point  that  I  would  make  on  the  sala- 
ries— and  I  do  not  know  what  the  $123,000  figure  refers  to — is  that 
there  is  a  fairly  elaborate  procedure  for  setting  salaries  on  a  com- 
parability basis  to  salaries  in  the  United  States,  Europe,  and 
Japan.  Cess  than  a  quarter  of  the  bank's  staff  come  from  the  Unit- 
ed States,  and  within  that  procedure  I  think,  given  that  the  dollar 
has  declined  over  the  last  several  years,  is  part  of  what  has  con- 
tributed to  the  level  of  salaries.  But  we  can  certainly  get  you  some 
analysis  on  what  exactly  the  salary  structure  is. 

The  average  salary  for  regular,  fixed  term  World  Bank  and  Inter- 
national Finance  Corporation  staff  is  $66,149.  About  35  percent  of 
Bank  staff  are  in  support  positions  while  most  other  institutions 
have  a  significantly  higher  percentage  of  their  staff  in  such  posi- 
tions. This  causes  the  average  Bank  salary  to  be  higher  than  would 
be  the  case  in  an  organization  with  a  different  skill  profile.  The  fig- 
ure does  not  include,  however,  support-level  staff  working  under  a 
Bank  services  contract.  Because  these  services  such  as  furniture 
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movers,  guards,  maintenance,  et  cetera  are  contracted  on  a  lump- 
sum basis,  it  is  not  possible  to  assign  a  unit  cost  per  worker.  Of 
course,  their  inclusion  would  lower  the  average  salary  figure. 

Senator  Brown.  Thank  you  very  much.  Thank  you,  Mr.  Chair- 
man. 

Senator  Sarbanes.  I  would  just  close  with  a  couple  of  observa- 
tions. First  of  all,  I  think  one  of  the  problems  with  the  EBRD  and 
maybe  some  of  these  other  banks  is  that  they  want  to  behave  like 
private  bankers,  even  though  they  are  receiving  public  moneys,  and 
they  need  to  be  cautioned  that  they  cannot  do  business  that  way. 

Second,  on  the  European  bank,  I  think  it  is  important  for  the 
sake  of  perspective  to  remember  when  Mulford  was  negotiating  the 
U.S.  entry  into  the  bank.  There  were  some  European  countries  who 
would  have  been  perfectly  happy  for  the  United  States  not  to  par- 
ticipate. There  were  some  interesting  undercurrents  running  at  the 
time. 

We  thought  it  important  to  participate  because  we  thought  it 
would  be  a  significant  institution,  would  show  a  continuing  U.S.  in- 
volvement in  Europe,  and  would  help  to  shape  the  policies  that 
would  affect  Eastern  Europe  and  the  Soviet  Union.  On  the  other 
hand,  we  were  also  negotiating  a  very  low  stakeholding  position 
compared  with  our  position  in  other  multilateral  banks  which  gen- 
erally run,  I  think,  about  18  to  25  percent.  Is  that  not  correct? 

So  we  do  operate  within  certain  constraints  in  terms  of  how 
much  influence  we  have,  and  I  think  that  has  to  be  borne  in  mind. 

I  notice  that  John  Petty,  who  is  going  to  be  testifying  on  the  next 
panel,  actually  has  some  interesting  testimony  in  his  statement 
about  the  NAC,  suggesting  that  it  has  fallen  on  hard  times. 

In  fact,  how  many  members  are  there  of  the  NAC?  Do  you  know? 

Mr.  Summers.  I  cannot  give  you  that  answer  offhand.  I  am  told 
that  there  are  seven  member  agencies  and  others  participate  as  ap- 
propriate. For  example,  where  budgetary  matters  are  of  concern 
the  OMB  may  be  represented,  but  may  not  come  when  other  issues 
are  being  discussed. 

Senator  Sarbanes.  Let  me  ask  you  this  hypothetical  question.  If 
you  wanted  to  coordinate  the  international  assistance  programs 
both  bilateral  and  multilateral,  and  let  us  say  somebody  said  we 
will  have  a  troika.  We  are  going  to  hold  it  to  three  people,  and  we 
are  going  to  have  people  just  shy  of  the  level  of  the  Secretary.  We 
cannot  assume  the  Secretaries  would  participate.  Who  would  be  the 
three  people,  or  four  people  that  ought  to  be  the  key  group  to  meet 
on  a  regular  basis  and  coordinate  these  assistance  programs? 

Mr.  Summers.  At  the  risk  of  being  self-serving  on  our  mutual  be- 
half, I  wonder  if  the  State  Department  and  the  Treasury  would  not 
in  some  sense  be  the  linchpins  of  an  effort  of  that  kind,  with  there 
being  a  crucial  role  for  others,  depending  upon  what  the  issue 
was — EPA  where  the  environment  was  concerned,  Commerce 
where  export  promotion  was  concerned,  the  trade  representative 
where  import  penetration  was  concerned. 

But  I  think  this  area  is  so  broad,  I  think  in  terms  of  a  standing 
panel 

Senator  Sarbanes.  So  your  answer  would  be  that  you  only  need 
two,  the  two  of  you. 

Mr.  Summers.  Two  plus,  with  the  understanding 
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Senator  Sarbanes.  What  about  the  AID  Administrator?  Should 
he  not  be  at  the  table? 

Mr.  Summers.  I  would  not  presume — I  spoke  of  the  State  Depart- 
ment, and  I  would  not  presume  to  speak  of  how  the  different  parts 
of  the  State  Department  might  be  best  represented. 

Senator  Sarbanes.  Would  you  feel  ganged  up  on  if  the  State  De- 
partment had  two  and  there  was  only  one  Treasury  person  there? 

Mr.  Summers.  It  would  not  be  the  first  time. 

Senator  Sarbanes.  Well,  let  me  ask  Secretary  Spero. 

Ms.  Spero.  He  is  a  heavyweight.  We  do  not  have  to  worry  about 
that. 

Senator  Sarbanes.  I  am  just  trying  to  proceed  in  a  personalized 
way  in  order  to  focus  on  some  important  concepts.  Suppose  we  de- 
cided that  we  want  a  really  high-level  coordinating  group  here,  shy 
of  the  level  of  the  Secretary.  Who  is  going  to  be  in  this  group? 

Ms.  Spero.  Well,  if  you  wanted  a  small  core  and  it  was  going  to 
be  foreign  assistance,  economic  assistance  broadly  defined,  I  guess 
I  would  agree  with  Larry,  and  I  would  agree  to  add  AID.  They  im- 
plement many  of  the  programs,  and  I  think  that  would  be  appro- 
priate. 

Senator  Sarbanes.  Suppose  you  wanted  to  get  a  trade  and  in- 
vestment perspective.  Is  there  one  officer  you  would  add  who  is 
central  in  that  role  or  who  could  be  the  coordinating  element  for 
that  area  in  order  to  create  a  more  complete  group? 

Ms.  Spero.  I  think  it  would  be  very  interesting  to  include  a  trade 
dimension,  because  I  agree  with  what  Senator  Kassebaum  and 
Larry  Summers  said,  that  trade  policy,  what  we  can  do  in  the  trade 
arena,  in  many  ways  is  faster  and  more  significant  than  what  we 
can  do  simply  with  aid. 

So  I  think  if  we  were  talking  about  resource  transfers,  or  re- 
source flows,  that  one  would  include  trade,  and  there  I  suppose  I 
would  suggest  the  U.S.  Trade  Representative's  Office,  someone  at 
the  deputy  level. 

Senator  Kassebaum.  I  suppose,  Mr.  Chairman,  it  is  like  any- 
thing, if  it  is  not  going  to  itself  invest  a  certain  amount  of  time  and 
importance  to  the  effort,  it  really  would  not  be  a  strong  body. 

Senator  Sarbanes.  One  possibility  would  be  the  Under  Secretary 
of  Commerce.  If  the  Commerce  Secretary  is  going  to  be  the  chair- 
man of  the  Trade  Coordinating  Council  that  we  have  now  estab- 
lished by  law,  it  would  make  sense  to  include  the  Under  Secretary. 
It  is  worth  thinking  about. 

Well,  we  thank  this  panel  very  much. 

Senator  Kassebaum.  Senator  Brown  asked  if  when  the  audit  is 
completed  on  the  EBRD  that  it  be  made  available  to  the  committee, 
and  I  would  just  like  not  to  beat  this  issue  any  further  on  EBRD, 
but  to  say  that  there  had  been  some  thought,  of  course,  that  it 
might  be  responsible  for  being  very  involved  in  handling  the  Rus- 
sian aid  initiatives,  and  I  think  this  would  be  viewed  with  grave 
suspicion  now  in  some  areas,  and  even  the  request  for  the  $70  mil- 
lion on  our  contribution,  if  this  is  not  resolved,  and  to  further  say 
I  am  very  appreciative  of  the  forgiveness  initiative  that  has  been 
undertaken,  because  it  is  of  particular  help  to  the  African  coun- 
tries. 
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I  think  there  are  about  18  African  countries  that  will,  I  think, 
receive  a  very  strong  signal  of  our  support  for  economic  reform  and 
the  political  initiatives  tnat  they  are  undertaking. 

So  thank  you,  Mr.  Chairman. 

Senator  Sarbanes.  Thank  you. 

I  would  recommend  to  our  two  Under  Secretaries  the  statement 
of  John  Petty  which  we  are  now  going  to  hear  as  part  of  the  next 
panel.  I  think  he  has  some  very  interesting  things  to  say  on  this 
coordination  question.  If  you  have  not  had  a  chance  to  look  at  the 
statement,  I  recommend  it  to  you. 

Thank  you  very  much.  We  appreciate  your  testimony. 

If  the  next  panel  would  come  forward  and  take  their  places,  we 
will  proceed  promptly.  We  are  very  pleased  to  have  this  panel.  It 
brings  together  a  diverse  group  of  people  from  the  private  sector 
who  will  be  commenting  on  various  aspects  of  the  administration's 
proposals. 

Mr.  John  Petty  is  currently  chairman  of  the  Czech  and  Slovak 
American  Enterprise  Funds,  formerly  with  the  Inter-American  De- 
velopment Bank,  and  we  look  forward  to  hearing  his  comments  on 
the  strengths  and  weaknesses  of  the  multilateral  institutions  and 
the  complementary  role  the  private  sector  can  play  in  this  impor- 
tant question  of  coordination  to  which  we  have  already  alluded. 

Mr.  Douglas  Hellinger  of  the  Development  Group  for  Alternative 
Policies,  will  look  at  ways  in  which  our  bilateral  and  multilateral 
policies  might  be  more  responsive  to  the  needs  and  concerns  of 
local  communities  and  thus  more  sustainable  in  the  long  term. 

Third,  Ms.  Lori  Udall,  staff  attorney  for  the  Environmental  De- 
fense Fund,  who  I  think  will  present  as  close  as  we  can  come  to 
some  sort  of  consensus  view  within  the  environmental  community 
on  how  the  multilateral  institutions  have  performed  from  an  envi- 
ronmental standpoint  and  how  we  might  be  able  to  improve  their 
record  on  that  score. 

We  are  very  pleased  to  have  this  panel.  We  appreciate  your  pa- 
tience in  staying  with  us  through  the  afternoon.  Mr.  Petty,  we  will 
start  with  you. 

STATEMENT  OF  JOHN  R.  PETTY,  CHAIRMAN,  THE  CZECH  AND 
SLOVAK  AMERICAN  ENTERPRISE  FUNDS,  WASHINGTON,  DC 

Mr.  Petty.  Thank  you,  Mr.  Chairman,  Senator  Kassebaum.  I 
have  some  oral  presentation  summarizing  the  points  in  my  written 
testimony. 

Senator  Sarbanes.  Everyone's  prepared  statements  will  be  in- 
cluded in  full  in  the  record,  and  if  you  could  summarize  I  think  it 
would  be  helpful  to  the  committee. 

Mr.  Petty.  I  think  economic  assistance  since  the  war  has  had 
several  distinct  segments,  from  the  Marshall  plan  on.  First,  recon- 
struction in  Europe  and  Japan.  Then  lesser  developed  countries  as- 
sistance focused  on  basic  infrastructure.  This  emphasis  was  aug- 
mented by  strategies  which  added  social  progress  investments  like 
sewerage,  schools,  and  education  facilities. 

More  recently,  Africa,  which  had  a  high  component  of  disaster  re- 
lief besides  its  initial  basic  infrastructure  is  distinct  from  other  de- 
velopment assistance.  Now  Eastern  Europe  where  the  basic  assign- 
ment is  the  transformation  of  economies,  bred  on  a  command  sta- 
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tus  culture  to  a  free-market  environment,  presents  quite  a  different 
problem  of  economic  assistance. 

I  think  the  philosophy  behind  multilateral  banks  as  it  pertained 
to  private  direct  investments  was  that  it  was  expected  to  take  ad- 
vantage of  the  officially  funded  macroimprovements  and  mod- 
ernization: increased  investment  in  the  private  sector  would  follow. 
In  other  words,  the  private  investor  would  see  new  improvements 
in  roads,  electricity,  and  then  based  upon  that  make  their  subse- 
quent, smaller  investments  in  response  to  an  improved 
macroenvironment. 

This  is  the  indirect  influence.  You  build  a  port,  an  inland  water 
system,  and  then  commerce  will  move  to  take  advantage  of  these 
improvements.  In  fact  it  worked  exactly  that  way. 

Later  on,  the  multilateral  banks  took  a  more  direct  route.  The 
banks  tried  to  stimulate  more  private  investments.  Here  they  cre- 
ated lending  credits  to  State  enterprises  which  made  downstream 
loans  to  the  private  sector. 

Now,  years  later,  there  is  some  question  about  just  how  efficient 
that  might  have  been.  Because  you  the  IFFs  would  lend  to  a  gov- 
ernment investment  bank  which  would  then  relend  the  money  to 
the  private  sector,  one  had  government  teams  picking  winners  in 
the  private  sector.  I  think  many  are  doubtful  about  how  effective 
that  was. 

Then  the  multilateral  banks  took  a  third  step  toward  direct  in- 
volvement in  private  investment,  and  here  the  World  Bank  formed 
the  IFC,  and  later  the  Multilateral  Investment  Guarantee  Program 
[MIGA],  and  the  Center  for  Investment  Disputes. 

You  must  recognize  that  when  they  talk  about  fostering  private 
investment,  the  World  Bank,  and  also  the  other  development  banks 
have  sort  of  a  structural  impediment.  The  World  Bank  must  have 
the  guarantee  of  the  host  country  on  all  of  its  loans.  It  is  a  current 
problem  in  the  Czech  Republic  today.  Prime  Minister  Klaus  does 
not  want  to  give  a  state  guarantee  to  a  private  corporation  as  a 
matter  of  principle  for  a  World  Bank  loan. 

The  bilateral  assistance  program  has  gone  through  some  of  the 
same  evolution.  It  has  also  sought  to  foster  private  investment, 
move  directly  in  the  area  by  the  creation  of  the  OPIC  investment 
insurance  and  then  a  small  loan  window.  AID  has  its  private  enter- 
prise division,  which  is  direct  involvement  again  with  a  small  loan 
window. 

The  Trade  and  Development  Agency,  now  separated  structurally 
in  the  government  and  looking  for  increased  funds  and  working 
with  technical  assistance,  is  one  more  direct  route  to  foster  private 
investment.  The  enterprise  funds  are  a  relatively  new  hybrid,  and 
they  are  directed  toward  Eastern  Europe.  They  are  also  taxpayer- 
funded. 

The  government  defines  the  mission  of  enterprise  funds  to  foster 
small  business  and  medium-sized  business.  Private  fund  managers 
carry  this  mission  out.  I  will  come  back  to  the  enterprise  funds  at 
my  conclusion.  These  enterprise  funds  are  subject  to  AID  and  GAO 
review  and  audit.  Indeed,  I  believe  a  report  will  be  coming  to  Con- 
gress in  the  next  couple  of  months  on  this  from  the  GAO. 

The  lessons  I  have  learned  from  this  private  investment  interface 
with  official  multilateral  aid  is  maybe  the  following.  I  think  the  les- 
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sons  are  that  it  is  recognized  that  private  investment  is  most  de- 
sired and  required.  Second,  that  the  initiative  rests  with  the  inves- 
tor. The  government  can  only  do  so  much.  Official  inducements  to 
stimulate  attention  and  interest  are  supportive  of  this  investment 
purpose  but  the  decision  to  invest  is  entirely  private. 

There  are  varying  encouragements  and  inducements.  The  encour- 
agement might  be  OPIC  and  IFC.  The  inducements  might  be  tax 
benefits  by  the  host  country. 

Fourth,  pluralism  and  diversity  is  the  essence  of  a  market  econ- 
omy, and  that  is  enhanced  by  private  investment. 

Five,  the  aid-giving  macninery  can  be  cumbersome.  Example: 
technical  assistance,  USAID,  competitive  bidding,  9  months  be- 
tween concept  and  decision,  a  year  before  the  machinery  starts 
working. 

Economic  assistance  itself  is  vulnerable  to  being  used  as  a  politi- 
cal pawn.  It  is  turned  on  and  off.  I  would  for  a  moment  like  to  re- 
vert to  my  prepared  comments  on  the  National  Advisory  Council 
[NAC]  at  this  point.  The  NAC  was  a  byproduct  of  the  Bretton 
Woods  agreement,  a  sort  of  U.S.  coordinating  mechanism.  It  fo- 
cused originally  on  multilateral  aid,  and  indeed  when  the  Treasury 
Secretary  comes  forth  with  a  recommendation  as  governor  of  the 
multilateral  bank  he  brings  with  it  the  formal,  legal  endorsement 
of  the  NAC,  and  that  is  a  statutory  provision,  as  I  recall. 

During  the  sixties,  when  I  was  closely  involved,  it  operated  with 
great  efficiency  and  brought  into  its  forum  all  of  the  agencies  you 
have  talked  about  as  the  basic  group  and  then  added,  depending 
upon  issues,  other  members.  It  did  indeed  meet  every  Tuesday 
afternoon  at  2  p.m.,  usually  for  2  or  3  hours.  It  was  chaired  by 
probably  a  GS-18,  3  times  a  month,  and  I  chaired  it,  about  once 
a  month,  as  Assistant  Treasury  Secretary  for  International  Affairs. 

The  Treasury  Under  Secretary  for  Monetary  Affairs  would  chair 
occasionally  if  the  issue  involved  basic  international  montary  mat- 
ters. The  Secretary  might  preside  rarely.  But  most  of  the  weekly 
sessions  addressed  specific  transactions  and  discussion  was  di- 
rected toward  how  the  transaction  conformed  to  what  was  gen- 
erally understood  to  be  policy.  Yes,  exceptions  were  noted  and  de- 
fended by  the  agency  involved.  In  sum  the  NAC  coordinated  and 
tended  to  conform  policy.  Its  impact  was  through  dialogue,  not  by 
veto. 

I  would  judge  somewhere  in  the  early  seventies,  in  the  second 
Nixon  administration,  the  budget  director,  as  I  recall,  as  a  matter 
of  principle  felt  that  interagency  committees  chaired  by  Cabinet 
Secretaries  was  not  really  an  efficient  way  to  run  the  government. 
Rather,  he  felt  it  should  be  chaired  at  the  White  House  under  a 
special  assistant  to  the  President,  and  there  was  indeed  a  shift. 
Several  were  canceled. 

The  NAC  was  not  canceled  at  that  time  because  of  its  statutory 
protection,  among  other  things.  In  fact  it  does  continue,  dealing 
mostly  with  the  multilateral  institutions.  Although  in  earlier  times 
we  would  review  Public  Law  480,  CCC,  many  things  that  AID  was 
doing,  included  new  policy  initiatives.  In  the  mid-sixties  I  recall 
around  1966,  1968,  there  was  a  great  effort  to  do  buffer  stocks  for 
the  LDC's  and  Treasury's  position — mine  was  there  was  not  much 
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point  in  having  a  price  support  program  without  having  some  pro- 
duction agreements.  That  occasioned  a  long  standoff. 

Ultimately  the  issue  moved  toward  a  compensatory  financing 
scheme  with  the  IMF  in  conjunction  with  a  stabilization  program. 
That  is  the  way  it  works  today  quite  effectively. 

In  more  recent  years,  I  have  been  totally  out  of  touch  with  the 
day-to-day  operations  of  it,  but  I  am  told,  as  was  described  by  Sec- 
retary Summers,  NAC  is  involved  mostly  with  the  multilateral  in- 
stitutions transactions. 

My  experience  is — and  I  am  reminded  very  much  of  a  comment 
that  is  attributed  to  Dean  Acheson.  "I  do  not  care  who  makes  pol- 
icy. I  want  to  know  who  carries  it  out."  What  that  means  to  me 
is  when  we  define  the  U.S.  national  interest — no  small  talk —  and 
express  a  broad  policy  definition  it  is  the  implementation  of  that 
policy  which  really  counts. 

How  does  policy  apply  on  a  given  loan?  Think  of  the  competing 
priorities  which  must  be  dealt.  You  take  care  of  the  environment 
at  one  point  in  time,  you  take  care  of  poverty  relief  at  another  time, 
disaster  relief,  you  try  to  take  care  of  education.  Name  your  prior- 
ity and  you  have  your  advocate. 

The  NAC  was  a  forum  at  which  broad  policy  was  applied  to  a 
particular  transaction.  There  was  a  lot  of  give-and-take  at  the  table 
and  there  were  an  awful  lot  of  private  phone  calls  before  the  meet- 
ing took  place  where  the  issues  were  really  hashed  out;  but  that 
is  the  way  constructive  forums  work. 

So  I  believe  that  at  White  House  lead  meetings  a  transaction  be- 
comes a  potential  pawn  vulnerable  to  political  tradeoffs.  Issues  at 
that  level  where  there  is  an  international  economic  matter,  but 
there  is  also  a  demanding  short-term  political  domestic  issue,  the 
former  becomes  vulnerable  and  there  is  a  tradeoff. 

The  White  House  coordination  is  on  broad  policy.  But  to  get  back 
to  Secretary  Acheson,  unless  there  is  a  consistent  interagency 
transaction  oversight  most  any  action  can  be  rationalized  very  eas- 
ily and  justified  under  the  broad  rubric  of  policy. 

Now,  back  to  my  other  comments.  I  was  speaking  of  fostering  the 
private  sector  via  international  aid-giving  and  of  the  coordination 
of  related  activities.  I  would  name  three  areas.  One  is  trade.  I 
think  business  associations  exist,  or  are  formed  ad  hoc,  as  need  be, 
to  address  trade  policy  issues. 

To  cite  examples:  Nontariff  barriers  are  very,  very  technical  is- 
sues. No  government  negotiator  can  go  to  that  table  without  being 
deeply  briefed  in  all  the  practical  tecnnical  aspects  of  exactly  how 
a  particular  trade  works,  not  just  what  the  Customs  laws  say.  Pri- 
vate sector  groups  do  cooperate  through  the  Commerce  Department 
with  our  negotiators  on  NTB's. 

Another  example  is,  I  was  chairing  the  Chamber  of  Commerce 
Trade  Policy  Subcommittee  about  15years  ago  when  we  were  dis- 
cussing long-term  GATT  issues.  GATT  does  not  address  services,  it 
only  focuses  on  goods.  We  felt  that  the  world  trade  in  goods  was 
growing  fast  enough  to  now  consider  lowering  trade  barriers  to 
services,  including  intellectual  property  rights.  Multilateral  trade 
negotiations  needed  to  consider  this. 

We  formed  specific  policy  recommendations  and  pursued  a  series 
of  meetings  designed  to  convince  STR  of  our  position.  Ultimately, 
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this  became  the  U.S.  negotiating  position  at  the  Uruguay  Round. 
I  think  this  was  a  constructive,  coordinating  role;  the  private  sec- 
tor, through  broad  industry  forum  interfacing  with  the  government 
to  help  develop  a  national  policy. 

In  short,  I  think  that  we  have  adequate  mechanisms.  I  am  very 
fearful  of  pushing  it  further;  the  danger  is  fostering  special  plead- 
ing on  trade  policies. 

With  respect  to  debt  relief,  a  subject  that  the  chairman  has  spent 
a  great  deal  of  time  thinking  about,  I  believe  that  the  separate  and 
parallel  path  of  the  private  bank  debt  relief  and  official  debt-relief 
negotiations  is  appropriate.  The  tendency  of  the  government  nego- 
tiators to  give  up  easiest  on  private  debt  that  has  less  budgetary 
implications  is  the  reality. 

Frequently,  there  is  an  advantage  of  the  private  sector  taking  the 
hard  line.  Occasionally,  the  government  takes  the  onus.  More 
broadly  too  much  coordination  could  lead  to  a  single  and  unified 
analysis  in  an  economic  forecast.  This  misses  the  advantage  of  di- 
versity in  an  uncertain  field. 

Furthermore  I  think  there  is  great  diversity  among  the  private 
groups  themselves.  It  requires  substantial  coordination  to  get  a 
reasonably  unified  position  out  of  the  private  banks  on  a  single 
forecast.  Then,  of  course,  a  common  forecast  may  not  lead  to  com- 
mon negotiating  goals.  Why?  The  accounting  rules  in  England  and 
the  United  States  are  different.  Why?  Because  the  banking  regula- 
tions are  not  identical  and  supervision  is  not  uniform;  never  mind 
the  convergence  of  the  BIS  capital  standards. 

BIS  set  the  capital  standards  and  they  decide  to  work  for  the 
next  several  years  to  converge  the  laws  and  regulations  by  which 
they  were  accounted  for.  It  is  that  discrepancy,  by  the  way,  which 
creates  competitive  inequality  for  American  banks  during  this  tran- 
sition period. 

The  charging  off  of  bad  debt  loans  is  simply  done  differently  in 
Japan  than  it  is  in  the  United  States.  That  is  the  source  of  ill-feel- 
ing about  the  debt  forgiveness  in  Poland,  with  the  way  those  were 
negotiated. 

Change  in  the  deductibility  laws  for  loss  provisions  of  banks, 
which  happened  in  1985,  was  done  right  at  the  same  time  banks 
were  increasing  their  loan  loss  provisions  in  anticipation  of  LDC 
debt  rescheduling.  That  did  not  work  to  encourage  them  to  appre- 
ciate government  leadership  too  much. 

A  final  point  on  complementary  actions  of  the  private  sector  is 
in  the  area  of  investment.  I  am  iust  overwhelmed  in  thinking  about 
it  over  the  last  couple  of  days,  about  the  degree  of  unofficial  gather- 
ings there  are  almost  daily,  which  bring  together  the  government 
and  private  sector  people. 

I  was  at  a  board  meeting  on  Tuesday  with  Nicky  Barletta,  Mr. 
Chairman,  of  the  International  Center  for  Economic  Growth,  and 
his  activity  of  bringing  forth  new  economic  research,  relating  it  to 
policy  initiatives,  which  is  very  relevant  and  very  real. 

I  chaired  a  board  meeting  yesterday  of  a  private  assistance  inter- 
national development  where  we  are  funding  300,000  inoculations  in 
Zimbabwe,  entirely  in  the  private  sector,  using  debt  relief  and  bloc 
currency  swaps  with  corporations  making  some  donations.  All  with- 
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in  various  tax  rules  which  help  to  induce  it.  In  general,  the  NGO 
activity  is  both  extensive  and  impressive. 

The  business  briefing  sessions,  the  newsletters,  et  cetera — I  can- 
not keep  up  to  date  with  the  publications  on  Central  Europe.  There 
is  an  extraordinary  information  exchange  that  provides  the  basis, 
the  knowledge  basis  for  the  private  investor  to  decide  whether  to 
make  an  investment.  Now,  just  a  last  quick  moment  or  two  on  the 
enterprise  funds  in  the  Czech  Republic  and  in  Slovakia. 

Our  focus  is  on  small  and  medium  size  businesses.  We  average 
about  $400,000  per  investment  with  fewer  than  50  workers.  The 
IFC  and  the  EBRD  do  not  look  at  private  investments  less  than  $5 
million.  Moreover  we  are  commencing  a  microprogram  involving 
smaller  transactions  still. 

To  get  back  to  Senator  Brown's  questions,  we  have  disbursed  in 
our  second  year  $5  for  every  $1  of  operating  cost.  No  one  flies  first 
class.  I  fly  economy  because  I  think  it  is  a  good  example  for  the 
staff,  and  I  work  on  an  unpaid  basis,  as  does  the  rest  of  the  board. 

We  have  45  investments  in  a  diversified  area,  and  what  is  really 
heartening  is  to  see  how  quickly  the  energetic,  literate,  Czechs  and 
Slovaks  are  taking  to  the  idea.  Two  years  ago  you  would  be  frus- 
trated, because  you  could  not  translate  the  word  equity  capital  in 
either  language.  One  day  I  went  through  four  or  five  interpreters 
out  of  frustration. 

It  takes  a  while  to  bridge  those  early  frustrations,  but  we  have 
crossed  that  threshold  now  and  investment  is  proceeding  most  en- 
ergetically via  the  Czech  and  Slovak  American  Enterprise  Fund. 

I  think  I  have  overstayed  my  time.  Thank  you. 

[The  prepared  statement  of  Mr.  Petty  follows:] 

Prepared  Statement  of  Mr.  Petty 

Chairman  Sarbanes,  Senators,  I  appreciate  this  opportunity  to  appear  before  your 
committee  to  discuss  issues  regarding  the  coordination  of  economic  development  ef- 
forts and  the  promotion  of  growth  in  the  developing  world  and  in  Eastern  Europe. 

With  the  Committee  addressing: 

(1)  the  relationship  between  the  various  forms  of  official  U.S.  aid,  and 

(2)  manners  by  which  private  trade  and  investment  activities  can  complement 
the  overall  goal  of  promoting  growth, 

my  comments  will  focus  upon  the  issue  of  coordination  and  then  the  interrelation- 
ship of  various  private  activities  with  the  national  interest  of  promoting  growth  in 
the  developing  world  and  Eastern  Europe. 

The  Marshall  Plan  experience  gave  us  few  lessons  for  later  development  activities 
in  lesser  developed  economies.  Post  war  reconstruction  of  developed  economies  in 
Europe  involved  experienced  people  and  established  institutions  on  the  Continent. 
This  posed  a  different  problem  of  coordination  than  that  which  arose  in  the  1960s 
and  later.  The  OECD  in  Paris  provided  the  coordinating  forum  (and  sometimes  the 
function)  for  the  grantor  and  lenders  with  the  recipient  nations.  Moreover,  issues 
of  investment  priorities  are  less  difficult  to  resolve  when  one  is  concerned  with  re- 
pairing a  bridge  as  opposed  to  when  designing  new  transportation  routes. 

Key  strategic  decisions  were  also  helped  along  in  the  1950s  by  the  momentum  to- 
ward European  Unity.  This  was  manifest  in  the  "functional  approach"  which  pur- 
sued actions  in  sectors  which  tended  to  promote  economic  interdependence  and  a 
common  market.  Most  notable  was  the  coordinating  effort  of  the  High  Authority  of 
the  European  Coal  and  Steel  community  to  rationalize  that  large,  diverse,  and  key 
industrial  complex.  Mines  were  closed  and  factories  were  consolidated  or  discon- 
tinued as  coordinated  modernization  efforts  in  a  few  countries  greatly  restructured 
a  major  transnational  industrial  segment. 

The  Japanese  experience  was  distinct  from  both  Europe  and  Latin  America.  En- 
couraged by  the  U.S.  Treasury  with  a  deliberately  undervalued  Yen  and  a  closely 
coordinated  U.S.  Mission,  the  Japanese  pursued  their  development  in  a  manner  con- 
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sistent  with  their  own  cultural  traditions,  once  the  MacArthur  imposed  changes 
were  adopted. 

In  the  1960s  U.S.  economic  assistance  had  two  major  redirections.  The  primarily 
grant  aid  of  the  Marshall  Plan  Era  was  superseded  mostly  by  long  term  loans;  and, 
second,  reconstruction  was  superseded  by  basic  economic  development  in  countries 
not  previously  industrialized. 

This  latter  shift  posed  a  vastly  more  difficult  problem.  In  Latin  America,  for  ex- 
ample, transportation  and  industrial  infrastructure  was  inadequate  and  dated;  fi- 
nancial intermediary  institutions  were  not  prepared  for  dynamic  change;  govern- 
ment bureaucracies  were  ill  equipped  by  both  training  and  organization  to  respond 
effectively  to  the  requirements  of  coordination  and  to  the  interface  necessitated  by 
the  activities  of  the  aid  giving  agencies,  be  they  bilateral  or  multilateral.  Adequately 
trained  personnel  were  not  at  hand. 

Coordinating  counterparts  to  the  OECD  were  created  in  ECCLA  in  Chile  and  also, 
located  in  Washington,  inter-aid  agency  meetings  under  the  auspices  of  the  OAS 
functioned  as  a  coordinating  mechanism.  The  sessions  convened  the  representatives 
of  aid  giving  agencies  with  the  recipient  country  to  hear  the  analyses  of  where  their 
country  stood,  where  it  was  going,  its  policies  to  respond  to  growth  needs,  develop- 
ment priorities,  etc.  Each  agency  (i.e.,  US  AID,  State,  Treasury,  the  IBRD,  IMF, 
IDB,  ED3,  Agriculture,  and  FRB)  then  met  individually  with  country  officials  to 
work  out  their  own  program. 

Within  the  U.S.  Government  the  National  Advisory  Council  (NAC)  was  created, 
as  a  byproduct  of  Bretton  Woods,  to  approve  and  coordinate  policy  initiatives  vis  a 
vis  the  IBRD  and  IMF.  By  the  1960s  the  NAC's  purview  grew  to  provide  a  coordi- 
nating function,  under  Treasury's  leadership,  for  most  bilateral  aid  activities  as 
well.  The  function  continued  through  the  early  1970s. 

One  should  not  give  an  exaggerated  picture  of  the  NAC's  activity  at  that  time. 
There  are  examples  where  it  played  an  important  coordinating  role  and  there  are 
examples  where  it  did  not. 

This  coordination  and  review  process  was  never  accepted  with  enthusiasm  by 
some  of  the  attending  agencies  and  anyone  familiar  with  jurisdictional  sensitivities 
will  understand  why.  Furthermore  the  personnel  responsible  for  bilateral  assistance 
were  concentrating  upon  multiplying  the  benefits  of  their  aid  giving  and  they  were 
not  enthusiastic  about  receiving  the  restraints  inherent  in  this  interagency  review 
process.  For  example,  if  benefits  were  to  be  maximized,  why  tie  procurement  to  U.S. 
goods  if  cheaper  equipment  is  available  elsewhere?  Neither  domestic  political  reali- 
ties nor  a  view  that  there  was  a  limit  to  U.S.  resources  were  paramount  in  their 
thinking.  Today  the  NAC  coordinates  only  U.S.  economic  activities  conducted  via  the 
multilateral  development  banks.  However,  its  role  should  not  be  overstated  as  it  is 
only  an  interagency  committee  and  with  reduced  clout  today  from  that  which  it  once 
had. 

Through  the  NAC  a  certain  added  discipline  to  the  process  was  maintained — more 
in  its  heyday  than  now,  I  am  told.  This  coordination  mechanism  (with  its  inherent 
restraints  on  the  enthusiast  as  the  client  country's  advocate  met  the  challenges  of 
other  agency  officials)  did  tend  to  keep  activities  more  directly  coordinated  with 
overall  U.S.  national  interests  and  not  exclusively  those  elements  of  the  U.S.  na- 
tional interests  associated  with  economic  development  in  a  particular  country. 

The  OMB  in  the  70s  argued  against  interdepartmental  committees  as  a  matter 
of  management  principle.  This  helped  water  down  the  role  of  the  NAC  as  well  as 
to  discontinue  some  other  committees.  The  result  was  that  coordination  took  place 
at  a  higher  level  of  policy  and  transactions  received  substantially  less  review.  I  am 
reminded  at  this  point  of  an  aphorism  attributed  to  former  Secretary  of  State  Dean 
Acheson:  "I  am  not  interested  in  who  makes  policy  but  I  want  to  know  who  carries 
it  out."  This  comment,  perhaps  apocryphal,  defined  Acheson's  recognition  that  broad 
policy  definitions  placed  in  the  removed  hands  of  staff  are  subject  to  differing  inter- 
pretations and  rationalizations  frequently  without  an  administrative  system  of  rec- 
onciliation with  the  original  intent.  I  find  that  policy  gets  lost  in  the  outer  reaches 
of  application  when  there  is  no  consistent  oversight.  In  general  under  such  cir- 
cumstances, the  process  sufferers  because  the  gauntlet  of  challenge  is  reduced  or  re- 
moved and  related  inputs  are  reduced.  Execution  too  suffers  because  initiatives 
measured  only  after  the  fact  and  not  before  by  vigorous  questions  often  proceeds  in 
practice  with  a  dilution  of  the  conditions  of  the  assistance. 

Internationally  other  coordinating  mechanisms  exist  for  official  aid.  The  World 
Bank  provides  this  role  in  countries  such  as  India  (where  the  Bank  has  a  major  ac- 
tivity) but  other  significant  parties  are  involved  too.  The  IMF  also  plays  a  major  role 
by  chairing  coordination  sessions  when  a  stabilization  program  (as  opposed  to  a  de- 
velopment program)  is  involved. 
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The  Paris  Club  coordinates  debt  restructuring  for  official  monies.  It  does  not  per- 
tain to  private  debt.  In  the  instances  of  Latin  American  debt  rescheduling,  the  dif- 
ferences between  private  and  official  lenders  were  not  always  resolved  in  an  early 
and  efficient  manner.  The  interests  of  nations  and  those  of  private  lenders  are  suffi- 
ciently diverse  for  this  fact  to  present  no  surprise.  (During  the  past  decade  of  LDC 
debt  rescheduling  there  was  substantial  frustration  on  both  the  public  and  private 
side  over  the  policy  of  the  other.  It  is  perhaps  not  too  soon  to  study  whether,  on 
balance,  this  diversity  was  healthy  or  was  not  constructive.  Negotiating  a  common 
terms  of  reference  may  be  the  most  difficult  area  of  such  an  assignment.) 

The  World  Bank  and  the  U.N.  Development  Program  coordinate  particularly 
closely  on  Technical  Assistance.  Overall,  there  is  a  substantial  give  and  take  be- 
tween the  multilateral  banks.  The  U.S.  Treasury  is  also  active  in  coordination 
through  its  oversight  activities.  The  U.S.  Treasury  Secretary  is  Governor  of  each  of 
the  multilateral  banks  and  through  his  staff  there  is  no  lack  of  knowledge  of  what 
is  going  on. 

What  exactly  is  coordination  of  economic  development?  If  coordination  is  inter- 
preted to  mean  that  all  the  parties  know  what  others  are  doing  and  that  generally 
they  are  not  working  at  cross  purposes,  or  taking  steps  that  may  negate  the  actions 
of  others,  then  there  probably  is  good  coordination  among  U.S.  aid  parties  and 
among  other  aid  givers  as  well.  Nevertheless,  coordination  is  probably  not  consensus 
where  agreement  is  reached  on  all  significant  features  of  a  program.  This  may  be 
just  as  well  as  too  often  consensus  means  conformity  at  the  lowest  level.  A  certain 
pluralism  is  important. 

By  and  large  the  economic  planning  strategy  of  governments  reflects  the  social 
and  economic  thinking  of  the  political  party  in  power.  Still,  whether  or  not  owner- 
ship of  electric  utilities,  for  example,  should  be  state  or  private  did  not  enter  the 
debate  in  the  first  phase  of  economic  development  as  such  basic  infrastructure  did 
not  raise  a  particular  challenge  to  set  views  of  ownership.  No  one  advocated  private 
ownership  of  port  facilities  with  the  probable  exception  of  Hong  Kong.  Private  toll 
roads  were  introduced  in  Spain  in  the  late  1960s  but  this  economy  was  already  ad- 
vanced from  the  Latin  American  average.  Otherwise,  the  World  Bank  and  its  own- 
ers accepted  state  ownership  of  major  hydro  power  plants,  etc.  The  IMF  and  the 
World  Bank  both  could  push  strongly  for  realistic,  i.e.  non  subsidized,  rates  for  pub- 
lic utilities  such  as  electricity,  but  they  would  not  make  an  issue  of  the  ownership 
of  such  activities.  They  put  first  things  first. 

In  the  development  strategy  of  most  Latin  Americans,  the  thinking  of  Raoul 
Prebisch  dominated.  His  views  held  sway  until  well  in  the  1980s.  Then  the  influence 
of  the  Chicago  School  of  Friedmanite  economists,  led  by  the  example  of  Chile  and 
encouraged  by  the  Reagan  Administration,  commenced  a  sea  change  in  economic  de- 
velopment strategy — and  not  iust  in  the  developing  world.  What  is  surprising  is  that 
this  pronounced  shift  should  have  made  such  headway  at  the  time  of  the  debt  crisis 
in  Latin  America. 

The  endless  loss  burden  of  inefficient  state  owned  enterprises  was  a  major  factor. 
In  addition,  as  Latin  American  development  strategy  recognized  the  need  to  aban- 
don import  substitution  as  a  fulcrum  of  development,  export  competition  became 
paramount.  This  in  turn  required  industrial  efficiencies  on  a  world  scale.  The  pres- 
sures of  the  budget  and  efficiency,  as  much  as  any  ideological  shift,  brought  common 
sense  to  economic  planners  and  privatization  began. 

The  assistance  directed  toward  the  public  sector  is  not  surprising.  It  must  be  rec- 
ognized also  that  the  World  Bank  was  limited  in  its  capacity  to  aid  the  private  sec- 
tor by  its  charter  provision  that  each  of  its  loans  carry  the  government  guarantee — 
a  requirement  necessary  to  assure  the  early  and  favorable  funding  of  the  Bank.  The 
IFC  subsidiary  was  created  to  help  alleviate  this  problem  and  other  actions,  such 
as  the  Disputes  Settlements  mechanism  and  MIGA,  were  also  intended  to  help. 
Counterparts  exist  at  the  IDB.  The  earliest  effort  to  address  the  need  to  lend  to  the 
private  sector  occurred  at  the  World  Bank  with  relending  credits,  that  is,  funds 
were  loaned  to  state  enterprises  which  in  turn  financed  companies  in  the  private 
sector.  This  put  the  government  officials  in  those  intermediaries  in  the  position  of 
selecting  the  beneficiaries.  It  also  tended  to  increase  the  debt  to  equity  ratio,  sad- 
dling these  private  enterprises  with  a  big  interest  burden.  Well  intended  though  this 
effort  has  been,  people  are  more  aware  today  of  the  limitations  of  this  approach 
than  the  promise  of  the  opportunity. 

The  story  of  economic  development  in  Africa  is  both  long  and  diverse.  From  the 
point  of  view  of  coordination,  it  does  not  provide  the  most  important  lessons  as,  to 
a  large  extent,  multilateral  aid  efforts  were  more  oriented  to  disaster  relief  than  to 
economic  development.  To  that  extent  the  coordination  of  economic  development 
strategies  and  its  application  were  not  an  immediate  part  of  the  process. 
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The  Asian  experience  centers  around  South  Korea  and  Taiwan  on  the  one  hand 
and  Southeast  Asia  and  then  India  on  the  other.  The  dynamic  efforts  and  results 
of  the  two  tigers,  fed  by  extraordinary  domestic  savings  and  a  most  closely  coordi- 
nated program  has  been  closely  watched  by  China,  which  feels  that  it  has  the  most 
lessons  to  learn  there.  Since  the  1960's  I  have  always  been  struck  by  the  degree  of 
direct  involvement  of  the  President  of  Korea  in  the  development  process.  His  in- 
volvement was  intensive  through  his  normal  participation  in  weekly  meetings  and 
his  personal  supervision — as  if  he  were  the  development  minister.  Things  are  dif- 
ferent when  one  coordinating  minister  assigns  a  target  to  another  minister  from 
when  the  coordinating  personage  is  the  President  himself  who  will  look  for  results 
7  days  later.  This  provided  a  totally  unprecedented  degree  of  coordination  and  is, 
I  am  sure,  a  major  factor  in  Korea's  miracle. 

The  U.S.  poses  a  most  sharp  contrast.  Coordination  shifted  from  the  National  Ad- 
visory Council  at  Treasury  to  an  international  economic  policy  coordinator  at  the 
White  House.  In  Korea,  with  highly  interrelated  and  overriding  priorities  to  resist 
North  Korea  and  achieve  economic  development,  it  may  not  be  so  surprising  to  see 
the  direct  involvement  of  the  president.  However,  there  are  too  many  competing 
calls  on  the  President  in  Washington  and  so  the  coordination  assignment  shifts  to 
a  White  House  Special  Assistant.  Under  such  an  arrangement  it  has  been  my  expe- 
rience that  added  to  the  international  economic  development  objectives  (and  their 
related  financial  and  monetary  considerations)  are  short  term,  priority  grabbing  do- 
mestic political  factors.  There  economic  considerations  might  be  traded  off  for  short 
term  political  objectives.  It  becomes  a  vulnerable  pawn.  Too  often  this  is  the  way 
it  works;  it  is  not  the  way  it  is  described. 

Congress  also  defines  the  components  of  the  national  interest  which  must  be  con- 
sidered when  both  framing  and  executing  policy.  Over  the  years  the  matters  which 
must  be  taken  into  consideration  and  prohibitions  declared  have  accumulated  to  the 
point  that  they  greatly  encumber  the  efficiency  factor  of  aid  giving.  The  national  in- 
terest of  the  U.S.  is  so  comprehensive,  and  even  diverse  within  itself,  that  ranking 
innumerable  priorities  within  the  national  interest  definition  is  more  than  anyone 
cares  to  do.  Multiple  priorities  detract  from  effective  operations. 

There  are  simply  too  many  tasks  assigned  the  aid  givers  all  at  once  to  expect  that 
growth  and  development  will  receive  the  type  of  focused  attention  which  is  required 
for  success.  Anyone  can  be  second  guessed  for  failing  to  do  enough  on  someone's  first 
priority  (however  extraneous  it  may  be  to  the  primary  mission)  and  career  civil  serv- 
ice employees  are  more  punished  for  drawing  criticism  than  for  simply  studying  a 
problem  at  length.  Perhaps  it  was  awareness  of  this  very  real  human  issue  which 
contributed  to  the  thinking  behind  the  SEED  ACT  and  the  creation  of  the  Enter- 
prise Funds. 

The  transformation  of  the  communist  indoctrinated  eastern  European  nations  to 
market  oriented  economies  posed  development  problems  of  a  different  sort.  Basic  in- 
frastructure was  not  the  first  need.  Rather,  a  most  basic  and  comprehensive  alter- 
ation had  to  be  effected  of  the  way  problems  were  understood  and  approached. 

The  banking  system  bore  no  resemblance  to  what  is  required  in  a  market  environ- 
ment. The  central  bank  did  not  have  an  effective  settlements  system.  Other  finan- 
cial intermediaries  did  not  exist.  Worse  yet,  the  common  lexicon  of  commerce  did 
not  exist,  so  effective  communication  was  slow  in  coming. 

In  the  communist  world  enterprises  thought  in  terms  of  production  units  and  all 
data  was  gathered  for  that  purpose.  Management  received  commands  from  on  high 
and  they  issued  commands  to  those  below  involved  in  production.  Prices  were  fixed 
and  all  economic  relationships  were  static.  In  general,  people  were  not  aware  of 
what  they  did  not  know. 

The  Enterprise  Funds  were  given  the  assignment  of  fostering  entrepreneurship 
through  equity  and  loan  investments  in  small  and  medium  sized  businesses.  Basi- 
cally, this  involves  trying  to  pick  winners,  those  entrepreneurs  who  have  the  likeli- 
hood of  becoming  commercially  viable  in  a  free  market  environment.  Rather  than 
leave  the  task  to  the  traditional  aid  giving  personnel,  the  government  thought  it 
best  to  turn  to  experienced  private  sector  people  to  perform  the  task.  This  task  was 
all  the  more  difficult  because  the  systemic  changes  needed  were  only  commencing. 
Financial  accounting  was  inadequate  to  the  new  demands.  Market  information  did 
not  exist.  The  list  is  long. 

Nevertheless,  all  agreed  that  the  transformation  of  these  Eastern  European  econo- 
mies would  only  be  self-sustaining  when  a  strong  private  sector  emerged.  The  En- 
terprise Funds  were  specifically  authorized,  indeed  expected,  to  take  risks — a  step 
or  two  ahead  of  prospective  foreign  investors.  The  Funds  were  given  a  pump 
priming  role. 
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Coordination  by  and  with  the  Enterprise  Funds,  their  special  status  notwithstand- 
ing, is  both  active  and  real.  The  mechanism  is  to  interface  with  State/ATD,  the  agen- 
cies through  which  funds  are  disbursed.  Treasury  works  in  closely  too. 

Within  the  Czech  and  Slovak  American  Enterprise  Funds  we  have  sought  to  intro- 
duce a  certain  "Just  Do  It"  attitude.  It  would  delay  action  unduly  to  wait  until  all 
of  the  preconditions  to  investment  are  in  place  that  one  normally  requires  in  the 
U.S.  Seeking  action  without  getting  too  far  ahead  of  what  prudence  dictates  is  a 
careful  balance  and  a  subject  of  constant  consideration.  Standards  can  be  and  are 
increased  as  the  countries  and  the  enterprises  move  ahead  in  their  transition. 

Coordination  on  Eastern  Europe  has  taken  on  new  and  diverse  forms.  It  is  not 
similar  to  the  consortia  of  AID  givers  for  India  or  for  Pakistan.  It  is  more  pluralistic, 
as  it  should  be.  Governments  receive  advice  from  a  range  of  economists,  private 
bankers,  and  official  sources.  The  Enterprise  Funds  may  advise  governments  on  for- 
eign investment  related  matters.  The  major  foreign  investors  (Volkswagen  and  Phil- 
ip Morris  in  the  Czech  Republic,  for  example)  move  ahead  on  their  own.  Their  staffs 
are  well  schooled  on  the  landscape.  Smaller  investors  proceed  through  a  variety  of 
channels.  Not-for-profit  organizations  (the  East  West  Institute,  the  Salzburg  Semi- 
nar, to  name  two),  official  gatherings  sponsored  by  State,  and  for  profit  bodies  (such 
as  investment  banks  or  accounting  firms),  assemble  players  and  interested  parties 
to  exchange  views  and  experiences  on  the  problems  of  transformation.  The  informa- 
tion exchange  is  quite  complete.  Already  several  periodicals  are  offering  weekly  and 
monthly  commentary  upon  what  is  transpiring.  As  the  essence  of  the  development 
process  in  Eastern  Europe  is  the  creation  of  a  broad  market  oriented  pluralism,  this 
information  exchange  is  a  most  helpful  component  of  the  development  process  and 
in  itself  is  a  key  form  of  coordination. 

Finally,  I  have  been  asked  to  comment  upon  ways  in  which  private  initiatives  in 
trade  can  best  complement  these  efforts.  I  do  not  see  any  need  to  augment  what 
is  in  place.  Trade  associations  exist,  among  other  things,  to  bring  to  the  attention 
of  trade  policy  officials  what  they  think  needs  to  be  done.  It  may  be  simply  to  docu- 
ment non  tariff  barriers  in  order  to  better  arm  our  negotiators.  It  was  on  my  watch 
at  the  Chamber  of  Commerce  that  my  subcommittee  recommended  a  specific  pro- 
gram and  then  petitioned  the  STR  that  on  the  next  multilateral  round  of  trade  ne- 
gotiations that  services,  besides  just  goods,  must  achieve  lower  barriers.  GATT  ad- 
dresses only  goods.  Industry  had  a  very  real  input  on  this  matter  at  an  early  date 
and  in  an  orderly  procedural  manner.  There  was  nothing  secret  about  the  matter. 
However,  in  1979/80  only  a  group  of  concerned  specialists  familiar  with  the  issue 
had  the  interest  to  pursue  it.  In  due  course  issues  of  the  service  industry  received 
due  attention  at  the  Uruguay  Round  bargaining  table.  In  other  words,  adequate 
mechanisms  exist  for  coordination  on  trade  issues  and  one  should  be  careful  not  to 
foster  special  pleading. 

In  summary,  I  have  categorized  the  issue  of  coordination  first  from  the  point  of 
view  of  furthering  the  overall  U.S.  national  interest  with  a  focus  upon  developing 
countries.  Here  I  have  said  that  with  the  size  and  diversity  of  both  our  interests 
and  the  programs  underway,  much  was  lost  with  the  decline  of  the  National  Advi- 
sory Council  through  which  a  broadly  based  staff  and  experienced  mechanism  re- 
viewed the  implementation  of  policy  from  the  point  of  view  of  consistency  of  inter- 
pretation and  its  application  in  transactions. 

My  second  point  is  that  the  economic  development  coordination  for  developing 
countries  is  well  established  but  the  parties  responsible  for  foreign  direct  investment 
are  not  party  to  it.  The  diversity  and  pluralism  they  bring  to  the  picture  is  most 
welcome  and  well  stimulated  by  information  periodicals  and  effective  policies  in  the 
host  country.  (Parenthetically,  I  added  that  we  may  be  far  enough  along  to  study 
whether  the  separate  but  mostly  parallel  paths  pursued  in  Latin  America  on  official 
and  on  private  rescheduled  debt  may  be  better  coordinated  and,  if  so,  how.) 

Eastern  Europe  is  benefiting  from  the  very  substantial  interest  in  the  area,  both 
political  and  economic.  As  we  are  moving  toward  economies  that  are  market  ori- 
ented, the  information  exchange  which  is  pushed  through  numerous  avenues  is  the 
best  coordinating  mechanism  for  the  pluralism  we  seek. 

Senator  Sarbanes.  Thank  you  very  much,  John. 
Mr.  Hellinger. 
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STATEMENT  OF  DOUGLAS  HELLINGER,  MANAGING  DIRECTOR, 
THE  DEVELOPMENT  GROUP  FOR  ALTERNATIVE  POLICIES, 
WASHINGTON,  DC 

Mr.  Hellinger.  Mr.  Chairman,  Senator  Kassebaum,  thank  you 
for  the  opportunity  to  speak  before  you  today.  This  year's  hearings 
on  U.S.  economic  policy  in  the  Third  World  are  particularly  signifi- 
cant because  they  are  being  held  parallel  to  the  new  administra- 
tion's review  of  our  economic  assistance  program.  Although  the 
State  Department's  task  force  report  has  not  yet  been  released,  it 
is  clear  tnat  it  will  signal  a  sharp  departure,  not  only  from  the  pro- 
grams of  the  past  dozen  years,  but  from  the  orientation  of  our  for- 
eign assistance  program  going  back  to  its  inception  after  the  Sec- 
ond World  War. 

Over  the  past  17  years,  our  organization  has  been  advocating  a 
very  different  approach  to  foreign  aid  from  what  both  the  liberal 
and  conservative  schools  have  promoted.  We  believe  that  the  solu- 
tion to  the  problems  of  the  south,  or  the  Third  World,  lies  with  the 
people  themselves,  and  that  there  exists  in  most  countries  a  rich 
array  of  local  institutions  and  activities  on  which  to  build. 

During  the  1970's  and  early  1980's  we  worked  extensively  within 
the  World  Bank  and  AID,  demonstrating  in  the  field  how  to  do  this 
work.  We  have  also  assisted  the  Congress  in  reorienting  our  aid 
programs  in  Africa  and  the  Caribbean,  and,  having  written  exten- 
sively in  aid  reform  issues,  we  led  a  large  PVO  coalition  which  pre- 
sented an  alternative  aid  reform  plan  to  the  House  Foreign  Affairs 
Committee  in  1989.  Presently,  we  are  advising  the  administration 
on  this  issue. 

Much  that  was  in  our  1988  and  1989  proposals  is  now  considered 
conventional  wisdom:  The  need  for  greater  independence  for  AID  or 
a  successor  institution,  a  reduction  in  or  a  consistency  among  the 
institution's  objectives  and  functions,  a  decentralization  of  its  oper- 
ations, an  internal  reward  system  that  encourages  responsiveness 
to  local  reality  and  populations,  a  reorientation  of  the  policy  frame- 
work to  support  the  activities  of  the  majority  of  local  populations, 
doing  more  efficient  and  relevant  work  with  less  money,  and  sup- 
porting a  development  approach  that  is  more  participatory,  equi- 
table, self-reliant,  and  sustainable. 

By  contrast,  those  who  have  run  our  aid  programs  have  unfortu- 
nately insisted  upon  telling  the  people  of  the  south  how  they 
should  develop,  despite  glowing  rhetoric  about  public  participation 
and  democracy.  Some  have  called  for  more  aid  money  without  a 
clear  demonstration  that  what  we  are  already  providing  is  being 
used  effectively.  They  created  new  sectors  of  research  and  work  in 
the  north,  sent  ever-increasing  numbers  of  sectoral  experts,  so  to 
speak,  to  the  field.  These  experts  and  their  organizations  became 
the  new  constituency  and  lobby  for  foreign  assistance  in  the  1970's 
at  a  time  when  the  American  public  was  rightfully  questioning  the 
effectiveness  of  our  overseas  aid. 

More  recently,  our  aid  experts  have  taken  to  prescribing  an  over- 
ly simplistic  set  of  so-called  market-oriented  policies  across  the 
Third  World  and  lately  Eastern  Europe.  The  World  Bank,  in  con- 
junction with  the  IMF,  has  taken  the  lead  in  imposing  structural 
adjustment  programs  in  some  75  countries  over  the  past  decade. 
Both  institutions  claim  that  it  is  not  their  responsibility  how  the 
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supposed  benefits  of  these  trickle-down  adjustment  programs  are 
distributed,  but  both  deny  that  state  and  local  organizations  of  the 
people  a  role  in  leveling  the  playing  field  so  as  to  ensure  equitable 
and  sustainable  outcomes. 

Let  me  say  that  the  tragic  result  of  the  billions  of  dollars  in  ad- 
justment lending,  close  to  $150  billion  from  the  World  Bank  and 
the  IMF  alone  since  1980,  has  been  a  deepening  and  expanding 
poverty  around  the  globe,  as  well  as  exacerbated  environmental 
problems.  Economic  growth,  where  it  has  taken  place,  is 
unsustainable  under  these  conditions. 

The  British  charity,  Oxfam,  recently  reported  that  adjustment 
programs  in  Africa  have  led  not  to  export-led  growth,  but  to  export- 
led  collapse.  European  Community  officials  have  also  expressed 
their  doubts  about  the  effectiveness  of  bank  and  fund  adjustment 
policies  in  Africa,  while  UNICEF  has  attributed  the  chronic  rise  in 
poverty  in  Latin  America  and  the  Caribbean  in  good  part  to  high 
social  costs  of  economic  adjustment.  An  Inter-American  Develop- 
ment Bank/UNDP  report  also  concludes  that  adjustment  programs 
in  those  regions  have  exacerbated  poverty  and  have  failed  to  ad- 
dress the  underlying  historical  and  structural  causes  of  the  prob- 
lem. 

May  I  add,  just  before  coming  here  today  I  saw  a  report  from  the 
U.N.  Commission  on  Human  Rights.  It  states  that  average  incomes 
in  most  of  Latin  America  fell  15  percent  during  the  1980's  under 
adjustment,  30  percent  in  Africa. 

Interestingly,  the  same  picture  is  being  painted  by  architects, 
promoters,  and  defenders  of  adjustment  themselves.  According  to 
Larry  Summers  who  was  just  here  before,  the  number  of  people  liv- 
ing in  poverty  around  the  world  increased  over  the  past  decade. 
There  was  a  particularly  sharp  increase  in  Africa  where  the  num- 
ber of  poor  people  is  expected  to  continue  to  grow  during  the 

1990's. 

Furthermore,  Mr.  Summers  reported  to  Congress  earlier  this 
month  that  the  poor  in  both  Latin  America  and  Africa  actually  be- 
came poorer  during  the  1980's,  the  decade  of  adjustment.  This  was, 
by  the  way,  in  an  annex  to  his  presentation  to  the  House  Banking 
Committee. 

These  trends  are  not  surprising  news  to  those  who  work  on  the 
ground  in  the  south,  and  we  work  with  many  of  these  groups.  They 
have  been  reporting  on  the  disastrous  impact  of  the  Northern-Im- 
posed Adjustment  Programs  for  the  better  part  of  a  decade.  And  I 
would  like  to  add  here  that  there  has  been  scant  attention  paid  to 
this  in  political  circles,  policy  circles,  and  the  media.  But  we  see 
now  that  there  is  increasing  attention  to  the  failures  of  this  ap- 
proach over  the  past  few  years. 

Ghana,  for  example 

Senator  Sarbanes.  Let  me  interject.  I  think  for  the  sake  of  time 
that  we  should  address  later  the  specific  examples  that  are  cited 
in  your  report.  I  think  we  ought  to  try  to  wrap  it  up. 

Mr.  Hellinger.  What  I  will  do  is  just  that — I  only  put  three  ex- 
amples in  my  oral  testimony,  and  I  will  mention  them  by  name 
without  going  into  the  details,  and  that  is  Ghana,  Costa  Rica,  and 
Mexico.  I  have  cited  three  examples  of  so-called  success.  All  have 
had  severe  problems  of  poverty  and  environmental  degradation 
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during  the  1980's,  and  numerous  other  countries  have  had  increas- 
ing problems  in  the  social  sector  and  economic  sectors. 

A  tangential  problem,  a  fundamental  problem  that  has  emerged, 
as  well,  is  the  threat  to  democracy  and  human  rights.  Increasingly, 
governments,  having  committed  to  certain  programs  that  have 
been  imposed  by  the  World  Bank  and  the  IMF  have  had  to  adhere 
to  those  policies  rather  than  responding  to  their  populations.  And, 
when  these  demands  are  made  upon  the  governments,  the  govern- 
ments often  have  no  real  alternative  but  to  repress  the  population. 
This  is  happening  in  Ecuador,  it  happened  in  Honduras,  Guate- 
mala. There  is  a  real  threat  of  that  happening  in  Haiti,  as  well,  if 
we  are  not  careful  about  the  types  of  policies  we  are  prescribing 
there. 

These  organizations,  the  Bank,  the  Fund,  the  other  MDB's,  have 
tried  to  deflect  criticism  and  a  reexamination  of  adjustment  policies 
by  suggesting  throwing  ever-increasing  amounts  of  money  at  the 
margins  of  the  problem,  and  they  have  suggested  compensatory 
programs,  social  adjustment  programs,  now  large-scale  poverty  pro- 
grams, and  they  are  never  going  to  work  because  the  essence  of  the 
problem  is  to  be  found  in  the  very  policies  that  they  are  promoting, 
which  do  not  address  the  basic  structural  problems  and  imbal- 
ances. 

Let  me  get  to  what  is  happening  now  in  our  foreign  aid  program. 
As  we  overhaul  our  aid  programs,  as  Secretary  Christopher  has 
committed  the  administration  to  doing,  we  must  be  careful  not  to 
fall  into  the  trap  of  supporting  two  parallel  and  conflicting  proc- 
esses of  change,  and  I  think  this  is  what  the  committee  wanted  to 
discuss.  The  new  leadership  at  AID  is  dedicated  to  supporting  a 
community-based  approach  to  development,  one  that  invests  in  and 
builds  upon  the  capabilities,  activities,  and  organizations  of  the 
people  themselves,  that  takes  direction  from  their  knowledge  and 
experiences. 

If  AID  is  to  be  effective  in  this  endeavor,  these  perspectives  on 
local-level  realities  must  inform  all  the  development  processes  sup- 
ported by  the  Agency,  not  just  projects,  not  just  at  the  local  level, 
but  also  the  formulation  and  implementation  of  investment  pro- 
grams, regional  planning  exercises,  and  the  determination  of  eco- 
nomic-policy frameworks. 

There  are  those  that  would  reserve  this  responsibility  for  the 
multilateral  institutions.  We  feel  this  would  be  a  major  and  fatal 
mistake  based  upon  a  false  and  unnecessary  division  of  labor.  The 
MDB's,  far  from  having  built  on  the  local  social  infrastructure, 
have  helped  to  erode  it. 

A  reconstituted  AID  must  be  bold  but  respectful,  responding  to 
a  different,  more  grounded  set  of  actors  and  institutions  in  the 
field.  A  more  inclusive  and  democratic  process  of  decisionmaking 
would  yield  a  very  different  set  of  programs  and  economic  policies. 
Let  me  conjecture  what  they  may  be:  More  emphasis  on  basic  food 
production,  more  sustainable  agricultural  practices,  greater  inte- 
gration of  the  agricultural  and  industrial  sectors,  increased  pur- 
chasing power  among  the  many  instead  of  the  few,  greater  land  re- 
form, and  ensuring  the  general  health  and  education  of  the  popu- 
lation. 
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Unfortunately,  these  have  not  been  either  the  goals  nor  the  ef- 
fects of  the  economic  programs  of  the  IFFs.  So,  in  order  to  achieve 
these  goals  and  objectives,  we  need  a  very  different  type  of  bilateral 
program,  as  well  as  multilateral  programs  with  a  consistency  of 
purpose. 

We  need  to  get  staff  out  in  the  field  to  learn  and  build  upon  what 
is  going  on.  We  have  to  build  upon  the  larger,  initiatives  growing 
out  of  the  community  level,  we  have  to  support  coordination  be- 
tween local  groups  and  what  municipal,  provincial,  and  national 
governments  are  doing  in  terms  of  program  and  policy  planning,  as 
well  as  with  the  private  sector. 

And  if  AID  is  not  going  to  be  given  more  independence,  Congress 
is  going  to  have  to  continue  to  micromanage  the  agency,  and  that 
will  mean  that  that  staff  will  not  be  able  to  respond  to  the  local 
level.  So  we  would  urge  increased  autonomy  for  AID  within  the 
current  structure. 

Let  me  conclude  with  two  remarks.  First,  that  we  also  need 
major  changes  within  our  multilateral  institutions.  The  reforms  in 
these  institutions,  which  the  environmental  organizations  primarily 
have  pushed,  have  not  sufficiently  changed  the  culture  of  secrecy 
at  these  organizations.  They  have  not  made  them  more 
participatory  or  accountable  to  local  populations  to  improve  the 
quality  and  relevance  of  the  projects  and  policies  they  support  and 
often  impose. 

The  current  debate  over  the  IDA  replenishment  has  helped  to 
form  a  growing  consensus  that  IDA  funds  in  the  sort  term  should 
be  authorized  on  an  annual  basis  in  order  to  promote  improved 

f performance  and  fundamental  reform  within  the  World  Bank.  But 
ooking  at  the  longer  term,  it  is  quite  clear  that  the  wrong  institu- 
tion is  currently  managing  or  mismanaging  IDA. 

There  is  a  need  to  establish  a  new  mechanism  of  international 
cooperation  which  could  manage  these  funds  in  a  more  open,  demo- 
cratic, socially,  and  ecological  manner.  There  is  absolutely  no  good 
reason  why  a  bank  directed  by  finance  ministers  should  be  in 
charge  of  managing  soft-loan  funds  designed  to  help  the  poor. 

Finally,  and  in  conclusion,  let  me  say  that  I  believe  that  we  are 
at  one  of  those  rare  moments  when  profound  and  far-reaching 
change  is  both  desirable  and  possible.  To  hear  our  new  AID  Admin- 
istrator speak  of  the  need  for  his  agency  to  directly  empower  people 
to  engage  economically  and  politically  in  their  own  development  is 
to  believe  that  this  actually  can  be  done.  If  our  bilateral  program 
indeed  puts  people  first,  builds  on  what  they  have  accomplished 
and  have  established  in  their  communities  and  through  their  work 
and  is  results  oriented,  it  can  thrust  this  country  into  a  leadership 
role  among  our  northern  partners  and  win  the  admiration  and  ap- 
preciation of  hundreds  of  millions  of  people  across  the  south. 

Thank  you. 

[The  prepared  statement  of  Mr.  Hellinger  follows:] 

Prepared  Statement  of  Mr.  Hellinger 

Mr.  Chairman,  Members  of  the  Committee,  thank  you  for  the  opportunity  to  ap- 
pear before  you  today.  This  year's  hearings  on  U.S.  economic  policy  in  the  Third 
World,  or  the  South,  are  particularly  significant  because  they  are  being  held  parallel 
to  the  new  Administration's  review  of  our  economic  assistance  programs.  Although 
the  State  Department's  Task  Force  report  has  not  yet  been  released,  it  is  clear  that 
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it  will  signal  a  sharp  departure,  not  only  from  the  programs  of  the  past  dozen  years, 
but  from  the  orientation  of  our  foreign  assistance  program  going  back  to  its  incep- 
tion following  the  Second  World  War. 

For  the  past  17  years,  our  organization,  The  Development  GAP,  has  been  advocat- 
ing a  very  different  approach  to  foreign  aid  from  that  which  both  the  liberal  and 
conservative  schools  have  promoted.  We  believe  that  the  solution  to  the  problems 
of  the  South  lies  with  the  people  themselves  and  that  there  exists  in  most  countries 
a  rich  array  of  local  institutions  and  activities  on  which  to  build.  During  the  1970s 
and  early  '80s  we  worked  extensively  within  the  World  Bank  and  ADD,  demonstrat- 
ing in  the  field  how  to  do  this  work.  We  have  assisted  the  Congress  in  reorienting 
our  aid  programs  in  Africa  and  the  Caribbean  and,  in  the  latter  case,  organized  fo- 
rums for  the  House  Foreign  Affairs  Committee  in  the  region  so  that  Members  could 
hear  the  views  from  representatives  of  a  broad  range  of  sectors.  And,  having  written 
extensively  on  aid-reform  issues  (see  attachment),  we  led  a  coalition  of  30  PVOs 
which  presented  an  alternative  aid-reform  plan  to  the  House  Foreign  Affairs  Com- 
mittee m  1989.  Presently,  we  are  advising  the  Administration  on  this  issue. 

Much  that  was  in  our  1988-89  proposals  is  now  conventional  wisdom:  the  need 
for  greater  independence  for  the  Agency  or  a  successor  institution;  a  reduction  in, 
and  a  consistency  among,  the  institution's  objectives  and  functions;  a  decentraliza- 
tion of  its  operations;  an  internal  reward  system  that  encourages  responsiveness  to 
local  reality  and  populations  in  determining  programmatic  initiatives;  greater  reli- 
ance on  local  expertise;  a  reorientation  of  the  policy  framework  to  support  rather 
than  undermine  the  activities  of  the  majority  of  local  populations;  doing  more  effi- 
cient and  relevant  work  with  less  money;  and  supporting  a  development  approach 
that  is  more  participatory,  equitable,  self-reliant  and  sustainable. 

PROBLEMS  WITH  OUR  AID  PROGRAMS 

By  contrast,  those  who  have  run  our  aid  programs  have  historically  insisted  on 
telling  the  people  of  the  South  how  they  should  develop,  glowing  rhetoric  about  pub- 
lic participation  and  democracy  notwithstanding.  Some  have  called  for  more  aid 
money  without  a  clear  demonstration  that  what  we  are  already  providing  is  being 
used  effectively.  They  spent  the  1970s  telling  local  populations  overseas  what  their 
"basic  needs"  were,  creating  new  sectors  of  research  and  work  in  the  North  in  the 

Erocess,  and  sending  ever-increasing  numbers  of  "sectoral  experts"  to  the  field  to 
elp  meet  those  needs.  These  experts  and  their  organizations  became  the  new  con- 
stituency and  lobby  for  foreign  assistance  in  the  1970s  at  a  time  when  the  American 
public  was  rightfully  questioning  the  effectiveness  of  our  overseas  aid. 

More  recently,  our  aid  experts  have  taken  to  prescribing — without  the  prior  local 
consultation  needed  to  understand  local  realities — an  overly  simplistic  set  of  so- 
called  "market  oriented"  policies  across  the  Third  World  and,  lately,  Eastern  Eu- 
rope. The  World  Bank,  in  conjunction  with  the  International  Monetary  Fund,  has 
taken  the  lead  in  imposing  structural  adjustment  programs  in  some  75  countries 
over  the  past  decade.  Both  institutions  claim  that  it  is  not  their  responsibility  how 
the  supposed  benefits  of  these  trickle-down  adjustment  programs  are  distributed, 
but  both  deny  the  state  (and  local  organizations)  a  role  in  "leveling  the  playing  field" 
so  as  to  ensure  equitable  and  sustainable  outcomes. 

The  tragic  result  of  the  billions  of  dollars  in  adjustment  lending — close  to 
US$150  billion  from  the  World  Bank  and  the  IMF  alone  since  1980— has  been 
a  deepening  and  expanding  poverty  around  the  globe,  as  well  as  exacerbated  envi- 
ronmental problems  due  to  this  growing  poverty,  the  rapid  extraction  of  natural  re- 
sources for  export  markets,  and  a  lack  oi  public  oversight.  Economic  growth,  where 
it  has  taken  place,  is  clearly  unsustainable  under  these  conditions. 

FAILURES  OF  ADJUSTMENT  AND  THE  INTERNATIONAL  FINANCIAL  INSTITUTIONS  (IFIS) 

In  a  report  released  last  month,  the  British  charity,  Oxfam,  concludes  that  adjust- 
ment programs  have  not  worked  in  Africa,  that  they  "*  *  *  have  had  the  effect  of 
forcing  the  region  to  struggle  up  a  downward  escalator."  Following  the  advice  of  the 
IMF  and  the  World  Bank,  countries  have  experienced  "*  *  *  not  export-led  growth 
but  export-led  collapse,"  as  experts  have  pressed  them  to  expand  production  of  com- 
modities, such  as  coffee  and  cocoa,  where  international  demand  is  already  saturated. 
According  to  Oxfam,  whatever  limited  economic  growth  that  has  taken  place  has 
been  based  on  aid  rather  than  investment,  and  even  such  supposedly  successful  ad- 
justment countries  as  Ghana  and  Uganda  have  not  come  to  grips  with  growing  pov- 
erty. European  Community  officials  have  also  expressed  their  doubts  about  the  ef- 
fectiveness of  Bank  and  Fund  adjustment  policies  in  Africa,  while  UNICEF  has  at- 
tributed "the  chronic  rise  in  poverty"  in  Latin  America  and  the  Caribbean  in  good 
part  to  the  high  social  cost  of  economic  adjustment.  An  Inter-American  Development 
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Bank/UNDP  report  also  concludes  that  adjustment  programs  have  exacerbated  ris- 
ing poverty  in  those  regions  and  have  failed  to  address  the  underlying  historical  and 
structural  causes  of  the  problem. 

The  same  picture  is  being  painted  by  the  architects,  promoters  and  defenders  of 
adjustment  themselves.  According  to  Lawrence  Summers,  Undersecretary  for  Inter- 
national Affairs  at  the  US.  Treasury  and  former  Chief  Economist  at  the  World 
Bank,  the  number  of  people  living  in  poverty  around  the  world  increased  over  the 
past  decade.  There  was  a  particularly  sharp  increase  in  Africa,  where  the  number 
of  poor  people  is  expected  to  continue  to  grow  through  the  1990s.  Furthermore,  Mr. 
Summers  reported  to  the  House  Subcommittee  on  International  Development,  Fi- 
nance, Trade  and  Monetary  Policy  earlier  this  month  that  the  poor  in  both  Latin 
America  and  Africa  actually  became  poorer  during  the  1980s,  often  referred  to  as 
"the  decade  of  adjustment".  Also  of  significance  is  the  fact  that  during  the  previous 
two  decades,  before  adjustment  programs  were  introduced  around  the  globe,  the 
poorest  countries  had  experienced  the  fastest  increase  in  their  social  indicators,  but, 
according  to  Summers,  there  was  a  "complete  reversal"  of  that  trend  in  the  '80s. 

These  trends  are  not  surprising  news  to  those  who  work  on  the  ground  in  the 
South.  They  have  been  reporting  on  the  disastrous  impact  of  Northern-imposed  ad- 
justment programs  for  the  better  part  of  a  decade — the  impact  on  wages,  income  dis- 
tribution, social  services,  small  farmers,  food  production,  health  conditions,  nutri- 
tional and  educational  levels  among  children,  the  increasing  work  load  of  women, 
and  the  environment. 

In  Ghana,  illiteracy  and  school  drop-out  rates  have  risen,  malnutrition  and  illness 
among  the  poor  have  increased,  food  production  has  declined,  and  the  country's  re- 
maining forest  resources  have  been  rapidly  depleted  during  a  decade  of  adjustment, 
while  domestic  investment  has  fallen  and  the  nation's  external  debt  has  tripled.  In 
Mexico,  real  wages  have  fallen  sharply  and  small  grain  producers  have  been  under- 
cut by  the  new  economic  policies.  Unable  to  participate  in  new,  non-traditional  ex- 
port programs,  they  either  have  become  agricultural  workers  on  large  plantations 
or  have  migrated  to  overcrowded  cities,  the  border  industries  or  the  United  States. 
Bank  staff  acknowledge  that,  as  in  Ghana,  the  concentration  of  income  and  wealth 
has  sharply  increased  in  Mexico  over  the  past  decade.  Similarly,  in  Costa  Rica, 
wages  have  fallen,  small  farmers  cannot  get  credit,  land  ownership  has  become  in- 
creasingly concentrated,  food  production  has  declined,  and  there  nave  been  major 
health  and  environmental  problems  due  to  an  increased  use  of  agrochemicals  on 
new  export  crops.  All  three  programs  have  been  held  up  by  the  World  Bank  as 
model  adjustment  cases. 

During  just  the  past  couple  of  months,  the  international  media  has  reported  nu- 
merous other  adjustment  failures.  In  Kenya,  80,000  primary-school  students  cannot 
afford  to  attend  secondary  school  after  passing  their  exams  because  Bank-  and  IMF- 
imposed  spending  cuts  have  pushed  minimum  school  fees  to  the  level  of  the  coun- 
try's average  annual  per  capita  income.  In  Nigeria,  the  health  system  has  been  col- 
lapsing since  an  adjustment  program  was  adopted  in  1986.  In  Zimbabwe,  local  in- 
dustries, facing  heavy  international  competition  as  a  result  of  the  new  trade  liberal- 
ization program  and  unable  to  replace  aging  equipment  due  to  a  steep  currency  de- 
valuation and  high  interest  rates,  have  begun  to  retrench  and/or  collapse.  In 
Zambia,  traditional  farmers,  who  account  for  65  percent  of  national  food  production, 
are  now  at  great  risk  due  to  the  economic  reforms  that  favor  cash-crop  production 
and  cheap  food  imports. 

Press  reports  from  Latin  America  are  no  more  encouraging.  Three  years  after  the 
initiation  of  Peru's  adjustment  program,  hundreds  of  private  firms  have  declared 
bankruptcy,  un-  and  underemployment  now  encompass  80  percent  of  the  population, 
a  new  class  of  formerly  middle-class  "new  poor"  has  been  created,  tuberculosis  and 
cholera  are  rampant  in  slum  areas,  and  high  inflation  persists.  Yesterday,  in  Ecua- 
dor, workers,  indigenous  organizations  and  students  launched  an  indefinite  general 
strike  to  protest  the  government's  adjustment  policies,  while  protests  against  such 
policies  in  Guatemala,  according  to  first  reports,  contributed  to  the  suspension  of 
constitutional  government  in  that  country. 

THREAT  TO  DEMOCRACY 

The  widespread  discontent  and  mounting  social  unrest  in  response  to  the  IFI-pro- 
moted  economic  reforms  in  Ecuador  is  reflective  of  a  growing  problem  around  the 
world  that  should  be  of  great  concern  both  to  this  Congress  and  to  the  Clinton  Ad- 
ministration: the  threat  to  democracy  and  human  rights  that  these  programs  rep- 
resent. The  Ecuadoran  government,  answerable  first  and  foremost  to  the  Bank  and 
the  Fund  rather  than  to  its  people,  has  ruled  out  any  change  in  economic  policy  and 
has  dismissed  the  popular  demonstrations  as  "absurd".  According  to  the  country's 
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vice-president,  "The  government  will  act  with  the  full  weight  of  the  law  against 
those  who  oppose  progress  and  modernization."  The  government  in  Guatemala, 
where  the  percentage  of  the  population  living  in  poverty  has  increased  from  63  to 
84  percent  under  adjustment,  actually  went  beyond  the  law  this  week  with  its  dec- 
laration of  emergency  rule  and  its  banning  of  human-rights  and  other  civic  organi- 
zations. Eighteen  months  ago  in  neighboring  Honduras,  the  government  violently 
cracked  down  on  members  of  the  National  Electrical  Company  Union  when  they 
struck  in  protest  against  a  program  of  privatization,  massive  lay-offs  and  large  rate 
increases;  shortly  afterward,  the  World  Bank,  the  IDB  and  the  IMF  resumed  fund- 
ing for  the  energy  sector. 

Halfway  across  the  world  in  the  Philippines,  the  Catholic  church  and  consumer 
and  labor  groups  have  vigorously  opposed  a  power-rate  increase  pushed  by  the 
World  Bank.  Although  this  measure  was  subsequently  frozen  by  a  temporary  re- 
straining order  from  the  country's  Supreme  Court,  the  Bank  warned  the  government 
that  all  loans  to  the  power  sector  would  be  halted  until  this  matter  was  resolved 
in  accordance  with  the  adjustment  program.  As  a  result,  the  Philippine  Congress 
granted  President  Ramos  emergency  powers  that  allowed  the  Administration  to  take 
a  series  of  unilateral  actions,  including  raising  the  consumer  cost  of  electricity  with- 
out the  required  public  hearings. 

In  effect,  we  are  supporting  international  bureaucracies  that  are  unaccountable  to 
the  hundreds  of  millions  of  people  over  whom  they  have  tremendous  power.  Caught 
between  the  rock  of  citizen  demands  and  the  hard  place  of  being  effectively  cut  off 
from  all  international  lending,  most  governments  have  chosen  to  ignore  their  people 
and  risk  creating  situations  of  heightened  political  tension  and  potential  repression. 
Do  we  want  to  continue  to  put  our  faith  in  international  institutions  that  prescribe 
programs  and  policies  that  have  not  been  informed  by  citizen  input  and  that  com- 
promise the  democratic  processes  that  we  have  committed  ourselves  to  promoting? 

TACKLING  POVERTY 

Until  recently,  most  of  our  major  institutions,  including  Executive  Branch  agen- 
cies, the  Congress  and  the  media,  have  chosen  to  ignore  the  devastating  impact  of 
adjustment  programs  when  discussing  our  economic  assistance  programs  and  their 
role  in  reducing  poverty  and  environmental  problems.  This  is  comparable  to  ignor- 
ing the  elephant  that  has  slipped  quietly  into  the  room. 

The  multilateral  institutions,  as  well  as  AID,  have  in  fact  succeeded  to  date  in 
shielding  adjustment  policies  from  serious  public  scrutiny  when  a  full  re-evaluation, 
from  the  grassroots  up,  is  needed.  To  deflect  this  examination,  our  aid  organizations 
and  other  adjustment  promoters  have  recommended  that  ever-increasing  amounts 
of  money  be  thrown  at  the  margins  of  the  problem  to  hold  off  growing  poverty  and 
desperation.  First,  these  monies  financed  small,  short-term  "compensatory"  pro- 
grams, then  somewhat  larger  "social  investment"  programs,  and,  most  recently, 
large-scale  "poverty  reduction"  and  "social  reform"  programs.  None  of  these  have 
worked,  nor  will  they  work  in  the  future,  to  reverse  the  trend  of  growing  poverty, 
because  the  economic  reforms  themselves  are  exacerbating  the  very  structural  in- 
equities that  both  the  adjustment  and  poverty  programs  fail  to  address. 

So,  as  we  overhaul  our  aid  programs,  as  Secretary  Christopher  has  committed  the 
Administration  to  doing,  we  must  be  particularly  careful  not  to  fall  into  the  trap 
of  supporting  two  parallel  and  conflicting  processes  of  change.  The  new  leadership 
at  AID  is  dedicated  to  supporting  a  community-based  approach  to  development,  one 
that  invests  in  and  builds  upon  the  capabilities,  activities  and  organizations  of  the 
people  themselves  and  takes  direction  from  their  knowledge  and  perspectives  gained 
through  local  experience.  If  AID  is  to  be  effective  in  this  endeavor,  these  perspec- 
tives and  local-level  reality  must  inform  all  the  development  processes  supported  by 
the  Agency,  including  the  formulation  and  implementation  of  investment  programs, 
sectoral-  and  regional-planning  exercises,  and  the  determination  of  economic-policy 
frameworks. 

There  are  those  who  would  reserve  these  latter  responsibilities  for  the  multilat- 
eral institutions.  This  would  be  a  major  and  fatal  mistake  based  on  a  false  and  un- 
necessary division  of  labor.  The  IFIs,  far  from  having  built  on  the  local  social  infra- 
structure of  the  South,  have  helped  to  erode  this  infrastructure  by  promulgating — 
without  any  local  involvement — large-scale  projects  and  economic  policies  that  have 
forcibly  displaced  hundreds  of  thousands  of  people,  destroyed  their  natural  environ- 
ment, undercut  the  production  of  small  farmers  and  dramatically  increased  the  con- 
centration of  both  wealth  and  income. 
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REFORMING  THE  SYSTEM 


We  must  move  away  from  this  two-track  approach.  A  new  bilateral  aid  program, 
if  sufficiently  decentralized,  independent  and  free  from  outside  interference,  could 
attack  the  interrelated  problems  of  poverty  and  environmental  degradation  by  ad- 
dressing their  root  causes  in  conjunction  with  local  populations  and  institutions.  The 
alternative  is  to  continue  to  throw  good  money  after  bad  based  on  economic  theories 
developed  in  Washington  or  at  Northern  universities. 

A  reconstituted  AID  must  be  bold  but  respectful,  responding  to  a  different,  more 
grounded  set  of  actors  and  institutions  in  the  field  and  bringing  new  ideas  into  the 
mix.  A  more  inclusive  and  democratic  process  of  decisionmaking  related  to  the  allo- 
cation of  economic  resources  would  yield  a  very  different  set  of  programs  and  eco- 
nomic policies — ones  which  most  probably  would  put  greater  emphasis  on  basic  food 
f (reduction,  more  sustainable  agricultural  practices,  selective  protection  of  the  small- 
arm  sector,  greater  integration  of  the  agricultural  and  industrial  sectors,  increasing 
the  purchasing  power  of  the  many  instead  of  that  of  the  few,  distributing  land  and 
other  wealth  more  equitably,  and  ensuring  the  general  health  and  education  of  the 
population.  These  have  been  neither  the  goals  nor  the  effects  of  the  economic  pro- 
grams and  policies  of  the  IFIs. 

To  achieve  new  goals  and  objectives  we  need  a  different  type  of  bilateral  program, 
as  well  as  multilateral  programs  with  a  consistency  of  purpose.  We  need  to  free  up 
staff  in  order  to  get  them  out  in  the  field  to  learn  about  and  build  upon  the  dynam- 
ics and  institutions  already  operating  at  the  local  level.  Such  staff  could  not  only 
direct  support  to  larger  initiatives  growing  out  of  community-based  efforts,  but  could 
encourage  and  support  local  non-governmental  input  into,  and  cooperation  with,  mu- 
nicipal, provincial  and  national  government  programs,  as  well  as  private-sector  ini- 
tiatives. And,  as  mentioned  earlier,  we  should  support  the  participation  of  a  wide 
range  of  popular  constituencies  in  the  South  in  both  program  and  policy  planning 
in  order  to  ensure  the  quality  and  relevance  of  the  output  of  those  processes.  As 
long  as  AID  is  not  buffered  from  interference  from  above,  however,  it  will  not  be 
able  to  respond  first  and  foremost  to  grassroots  pressures  from  below.  As  a  result, 
Congress  would  be  forced  to  continue  to  micro-manage  the  Agency,  and  staff  would 
continue  to  spend  all  its  time  processing  papers  in  the  field. 

At  the  same  time,  major  changes  need  to  take  place  within  the  multilateral  devel- 
opment banks.  The  reforms  at  these  institutions,  pushed  principally  by  environ- 
mental organizations,  unfortunately  have  not  changed  their  culture  of  secrecy,  made 
them  more  participatory  and  accountable  vis-a-vis  local  populations,  nor  improved 
the  quality  or  relevance  of  their  projects  and  policies.  In  fact,  what  the  current  de- 
bate over  the  tenth  IDA  replenishment  has  done  is  made  abundantly  clear  that  the 
wrong  institution  is  managing — or  mismanaging — IDA  resources.  It  is  unfortunate 
that  Africa's  desperate  need  for  foreign  exchange  has  focused  the  discussion  on  ex- 
actly how  much  of  our  taxpayers'  money  should  be  allocated  to  the  IDA  program 
in  each  of  the  next  3  years,  although  the  public  dialogue  has  been  successful  in  es- 
tablishing a  growing  consensus  that  IDA  funds,  in  the  short  term,  should  be  author- 
ized on  an  annual  basis  in  order  to  promote  improved  performance  and  fundamental 
reform  within  the  World  Bank.  The  real  issue,  however,  is  the  disastrous  record  of 
the  Bank  in  utilizing  past  IDA  funds  to  finance  environmentally  and  socially  de- 
structive projects  and  failed  adjustment  programs  insensitive  to  local  realities. 

The  Bank's  record  in  this  area  and  its  resistance  to  significant  reform  raise  the 
need  to  find  a  permanent  solution  to  the  problem  by  exploring  the  possibility  of  re- 
moving D)A  from  the  World  Bank  and  establishing  a  new  mechanism  of  inter- 
national cooperation  which  could  manage  these  funds  in  a  more  open,  democratic 
and  socially  and  ecologically  sensitive  manner.  In  any  event,  there  is  no  good  reason 
why  a  bank  directed  by  finance  ministers  should  be  in  charge  of  managing  soft-loan 
funds  designed  to  help  the  poor.  We  strongly  recommend  that  such  action  be  part 
of  our  current  aid-reform  effort. 

CONCLUSION 

We  are  at  one  of  those  rare  moments  when  profound  and  far-reaching  change  is 
both  desirable  and  possible.  To  hear  our  new  AID  Administrator  speak  of  the  need 
for  his  Agency  to  directly  empower  people  to  engage  economically  and  politically  in 
their  own  development  is  to  believe  that  this  actually  can  be  done.  If  our  bilateral 
program  indeed  puts  people  first,  builds  on  what  they  have  already  established  in 
their  communities  ana  through  their  work,  and  is  results  oriented,  it  can  thrust  this 
country  into  a  leadership  role  among  our  Northern  partners  and  win  the  admiration 
and  appreciation  of  hundreds  of  millions  of  people  across  the  South. 

I  thank  you. 
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Senator  Sarbanes.  Thank  you  very  much,  Mr.  Hellinger. 
Ms.  Udall. 

STATEMENT    OF    LORI    UDALL,    STAFF    ATTORNEY,    INTER- 
NATIONAL PROGRAM  AT  ENVIRONMENTAL  DEFENSE  FUND 

Ms.  Udall.  Thank  you.  I  am  pleased  to  have  the  opportunity  to 
share  with  you  my  views  on  the  issues  surrounding  the  authoriza- 
tion of  the  10th  replenishment  of  IDA  and  very  briefly  on  the  glob- 
al environment  facility. 

Everyone  wants  to  help  the  poorest  countries,  particularly  those 
in  Africa.  IDA  purports  to  do  this,  yet  no  one  can  ignore  the  poor 
environmental  and  social  track  record  of  IDA.  There  is  now  10 
years  of  congressional  testimony  detailing  this  poor  record.  There 
is  abundant  evidence  that  much  IDA  funding  is  not  reaching  target 
populations  and  that  a  substantial  amount  of  lending  is  harmful  to 
the  poor,  indigenous  people  and  the  environment. 

We  strongly  support  foreign  aid,  especially  to  debt-ridden  African 
nations.  Yet  the  reality  on  the  ground  belies  the  suggestion  that' 
IDA  money  is  used  to  help  the  poor,  and  we  submit  that  IDA's  con- 
tribution to  poverty  reduction  and  the  poor  are  highly  exaggerated 
by  the  World  Bank. 

A  small  portion  of  IDA  money  is  probably  reaching  the  poor,  al- 
though even  in  these  cases  there  are  likely  to  be  serious  design  and 
implementation  problems  as  a  result  of  the  Bank's  chronic  failure 
to  involve  and  give  information  to  local  people  who  are  directly  af- 
fected by  Bank  projects.  Perhaps  as  little  as  20  percent  of  IDA 
lending  is  actually  being  spent  on  basic  human  and  social  infra- 
structure, and  programs  which  help  poor  populations  in  the  Bank's 
IDA  recipient  countries. 

For  10  years,  EDF  has  called  for  a  series  of  reforms  related  to 
project  quality  and  the  need  for  greater  accountability  of  IDA  and 
the  Bank,  especially  to  people  directly  affected  by  its  project.  Three 
years  ago  we  testified  before  this  very  subcommittee,  saying  that 
our  support  of  IDA  was  conditional  upon  a  series  of  reforms  which 
included  access  to  information,  public  participation,  increased  en- 
ergy conservation  lending,  and  improvement  in  the  environmental 
impact  assessment  process.  We  also  gave  specific  recommendations 
for  implementation  of  environmental  language  in  the  IDA  9  agree- 
ment. 

Since  that  time,  there  have  been  few  improvements.  In  the  IDA 
9  donor's  agreement,  environment  was  considered  one  of  the  top 
three  priorities.  However,  evidence  from  our  southern  colleagues 
since  the  last  replenishment  indicates  that  although  the  Bank  has 
generated  numerous  policy  papers,  these  policies  have  resulted  in 
few  concrete  changes  on  the  ground  or  in  the  project  portfolio,  and 
many  of  the  environmental  commitments  in  the  IDA  9  donor's 
agreement  remain  largely  unfulfilled. 

As  a  result,  we  have  serious  doubt  that  without  major  institu- 
tional changes  any  new  environmental  language  in  the  IDA  10 
agreement  will  have  a  significant  impact  on  the  Bank's  current 
portfolio  or  what  is  really  happening  on  the  ground. 

In  addition  to  the  10  years  of  congressional  evidence,  the  com- 
bined results  of  two  reports  in  1992,  the  Independent  Review  of 
Sardar  Sarovar  and  what  is  now  known  as  the  Wapenhans  Report, 
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and  the  Bank's  response  to  these  reports,  reveal  an  institution 
which  is  unaccountable,  negligent,  and  incapable  of  adhering  to  its 
own  policies,  guidelines,  and  loan  agreements. 

An  example  of  the  lack  of  seriousness  which  is  the  Bank  taking 
these  problems  was  revealed  to  us  in  a  memorandum  which  I  will 
submit  for  the  record.  It  is  of  a  vice  president's  meeting  in  the 
World  Bank  where  they  decided  that  the  best  way  to  deal  with  en- 
vironmental and  human  rights  criticisms  was  to  step  up  their  pub- 
lic relations  campaign. 

I  would  like  to  repeat  that  we  strongly  support  foreign  aid  and 
we  also  support  bilateral  and  other  multilateral  funding  mecha- 
nisms whicn  do  not  contribute  to  further  indebtedness,  social  in- 
equity, and  environmental  disruption.  However,  we  believe  it  would 
be  counterproductive  and  a  misuse  of  U.S.  taxpayers'  money  to  au- 
thorize the  full  $3.7  billion  without  stringent  conditions  and  re- 
forms being  met  first. 

We  are  not  suggesting  reductions  in  the  amount  of  funds  which 
go  to  Africa  or  other  low-income  countries.  However,  we  are  sug- 
gesting that  if  reform  conditions  are  not  met,  then  the  U.S.  Con- 
gress should  redirect  IDA  funds  in  the  second  and  third  years  of 
the  IDA  replenishment  for  debt  relief  and  to  funding  mechanisms 
which  are  more  accountable  and  more  effective  in  reaching  the 
poor. 

We  believe  one  of  the  most  effective  ways  to  help  African  coun- 
tries is  to  initiate  a  comprehensive  debt-relief  program  for  the  most 
vulnerable  nations,  beginning  with  endorsement  of  the  Trinidad 
terms,  which  goes  beyond  the  enhanced  Toronto  terms  endorsed  by 
the  Treasury  Department. 

During  the  last  10  years,  Congress  has  tried  through  legislation 
and  other  efforts  to  get  the  Bank's  attention.  Now,  we  believe  that 
new  and  stronger  measures  are  required.  In  our  view,  Congress 
should  take  the  following  actions  in  connection  with  the  pending 
IDA  10  replenishment. 

Congress  should  promote  the  following  reforms  through  legisla- 
tion: 

No.  1:  Creation  and  implementation  of  a  new  information  policy 
which  gives  greater  transparency  to  the  World  Bank's  decisionmak- 
ing process  and  greater  access  to  project-related  documents. 

No.  2:  Creation  of  an  independent  appeals  commission  which 
would  have  jurisdiction  to  investigate  complaints  from  individuals 
and  NGO's  in  developing  countries  regarding  violations  of  Bank 
policy,  loan  agreements,  and  international  human  rights. 

No.  3:  Require  an  environmental  and  social  impact  assessment  of 
all  structural  adjustment  and  sector  loans. 

No.  4:  Creation  of  an  independent  panel  to  make  recommenda- 
tions that  address  the  deficiencies  identified  in  the  Wapenhans  Re- 
port. 

No.  5:  Substantially  increasing  the  percentage  of  IDA  credits  that 
have  targeted  poverty  interventions. 

And,  No.  6:  Requiring  the  participation  of  poor  beneficiaries  in 
the  design  stage  oi  IDA  credits. 

All  these  benchmarks  are  fully  within  the  control  and  discretion 
of  the  World  Bank.  If  they  are  met  by  June  1994,  then  that  would 
help  to  increase  the  public  accountability  of  IDA  and  the  Bank.  If 
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they  are  not  met,  however,  Congress  should  be  prepared  to  redirect 
significant  resources  that  would  have  gone  into  IDA  into  other  via- 
ble alternatives. 

We  propose  a  number  of  steps  to  achieve  the  above  conditions: 

No.  1:  The  authorization  of  IDA  should  occur  on  a  yearly  basis 
rather  than  for  3  years. 

Two:  The  Authorization  and  Appropriations  Subcommittee 
should  collaborate  to  condition  the  second  and  third  year  appro- 
priations to  IDA  on  the  above  reforms.  If,  after  the  first  year,  this 
subcommittee  and  the  other  relevant  committees  are  not  satisfied 
that  the  above  conditions  have  been  met,  based  on  certification 
from  Secretaries  of  Treasury  and  State,  then  Congress  should  re- 
program  a  significant  portion  of  IDA  funds  in  years  2  and  3  as  di- 
rect bilateral  grants  to  IDA  recipient  countries,  for  debt  relief,  and 
to  other  multilateral  and  bilateral  channels. 

We  also  strongly  urge  this  subcommittee  to  request  the  Secretary 
of  Treasury  and  Office  of  Technology  Assessment  to  conduct  a  com- 
prehensive study  of  bilateral  and  U.N.  funding  alternatives  to  IDA, 
as  well  as  to  instruct  the  OTA  to  construct  a  comprehensive  study 
of  existing  debt-relief  proposals  and  to  detail  concrete  measures  of 
what  the  U.S.  can  do  to  assist  developing  countries  in  debt  relief. 

Just  briefly,  on  the  global  environmental  facility,  in  fiscal  year 
1993,  the  U.S.  Congress  passed  legislation  which  makes  the  U.S. 
contribution  to  the  GEF  Core  Fund  dependent  on  GEPs  ability  to 
meet  three  basic  conditions.  In  a  nutshell,  these  concern  the 
public's  right  to  obtain  information  on  GEF  projects  and  related  ac- 
tivities and  related  activities  of  the  GEF  implementing  agencies, 
the  participation  of  affected  people  throughout  the  life  of  the 
project,  and  the  highest  standards  for  the  quality  control  of  GEF 
projects. 

These  conditions  do  not  represent  unrealistic  expectations.  On 
the  contrary,  the  issues  of  transparency  and  participatory  process 
lie  at  the  very  heart  of  the  concept  of  sustainable  development 
which  was  endorsed  at  Rio.  We  strongly  urge  the  Congress  to  con- 
tinue this  conditionality  on  the  authorizations  for  the  global  envi- 
ronment facility. 

Thank  you,  very  much. 

[The  prepared  statement  of  Ms.  Udall  follows:] 

Prepared  Statement  of  Ms.  Udall 
i.  introduction 

Thank  you  for  the  opportunity  to  testify  before  the  Senate  Subcommittee  on  Inter- 
national Economic  Policy,  Trade,  Oceans  and  Environment.  I  am  Lori  Udall,  staff 
attorney,  in  the  International  Program  at  Environmental  Defense  Fund.  Environ- 
mental Defense  Fund  is  a  non-profit  environmental  organization  with  over  200,000 
members.  Marie  Kleiner  (EDF  Research  Associate)  has  contributed  to  the  case  stud- 
ies in  this  testimony.  Testimony  on  the  Global  Environment  Facility  by  staff  econo- 
mist Korinna  Horta  is  attached  as  Appendix  1. 

For  the  last  10  years,  EDF  has  worked  with  a  coalition  of  non-government  organi- 
zations (NGOs)  worldwide  to  reform  World  Bank  policies  and  projects.  For  7  years, 
my  work  has  centered  around  partnerships  with  and  support  of  Asian  NGOs  that 
are  working  to  oppose  or  reform  World  Bank  projects  and  programs,  many  which 
are  funded  by  the  International  Development  Association  (IDA).  These  efforts  are 
part  of  a  global  NGO  movement  to  promote  development  alternatives  which  are  so- 
cially just  and  environmentally  sound. 
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International  Activities  Relating  to  the  IDA  10  Replenishment 

This  hearing  is  taking  place  at  a  turning  point  in  the  World  Bank  reform  cam- 

fmign.  More  than  ever  before,  NGOs  and  grassroots  movements  worldwide,  particu- 
arly  people  who  are  directly  affected  by  Bank  projects,  are  taking  an  increasingly 
critical  and  skeptical  view  of  the  Worla  Bank's  environmental  and  social  perform- 
ance and  its  willingness  and  capability  to  reform.  Two  critical  events  took  place  in 
1992  which  were  a  catalyst  for  this  turn  of  events.  The  first  was  the  World  Bank's 
irresponsible  decision  to  continue  funding  the  Sardar  Sarovar  dam  project  in  India 
after  the  unprecedented  Independent  Review  questioned  the  viability  of  the  project 
and  recommended  that  the  Bank  "step  back"  from  the  project.  Secondly,  while  the 
Independent  Review  detailed  the  failures  of  one  project,  the  recently  released  Port- 
folio Management  Task  Force  Report  (known  as  the  "Wapenhans  Report")  revealed 
that  similar  problems  are  widespread  in  Bank  operations.  The  combined  results  of 
these  reports  reveal  an  institution  which  is  unaccountable,  negligent  and  incapable 
of  adhering  to  its  own  policies,  guidelines  and  loan  agreements. 

In  connection  with  the  tenth  replenishment  of  IDA,  in  almost  all  major  donor 
countries  including  the  United  Kingdom,  Sweden,  Finland,  Germany,  France, 
Japan,  Italy  and  Canada,  questions  regarding  the  performance  and  adverse  impacts 
of  IDA  are  being  raised  in  parliaments,  public  forums,  and  the  press.  In  Finland, 
the  parliament  passed  a  resolution  calling  for  annual  contributions  to  IDA  to  be  cut 
by  30%.  This  will  result  in  a  cutback  of  Finland's  annual  IDA  contribution  of  $47 
million  to  $33  million.  In  Canada,  NGOs  testified  before  the  Canadian  Parliamen- 
tarySubcommittee  on  International  Financial  Institutions  and  called  for  total  cuts 
in  IDA  funding.  Motions  were  tabled  by  Parliament  members  in  both  the  United 
Kingdom  and  Sweden  on  IDA.  In  the  United  Kingdom,  a  motion  was  tabled  that 
called  for  British  funding  to  IDA  to  be  linked  to  "greater  accountability".  In  the 
Swedish  Parliament,  a  motion  was  tabled  calling  for  cuts  in  IDA. 

Following  the  World  Bank's  October  1992  decision  to  continue  funding  the  Sardar 
Sarovar  project,  Indian  grassroots  NGOs,  including  Narmada  Bachao  Andolan,  (the 
grassroots  NGO  representing  a  majority  of  the  affected  people)  issued  an  "Appeal 
to  Donor  Governments  to  Reject  the  IDA  10  Replenishment"  (Appendix  2).  In  Janu- 
ary 1993,  an  "International  NGO  Statement  Regarding  the  Tenth  Replenishment  of 
IDA"  which  called  for  significant  cuts  in  IDA  was  released.  The  statement  was 
signed  by  140  NGOs  from  20  countries.  Many  signatories  were  from  the  Bank's  IDA 
borrower  countries.  Attached  also  for  the  record  is  a  statement  of  concern  on  IDA 
from  Smitu  Kothari  of  Lokayan  in  Delhi,  India  and  from  Kavaljit  Singh  of  Public 
Interest  Research  Group  in  New  Delhi  (Appendix  3).  Mr.  Kothari  has  monitored  the 
adverse  impacts  of  IDA  lending  in  India  for  15  years.  Kavaljit  Singh  has  been  in- 
volved in  assessing  the  impacts  of  the  World  Bank/IMF  Structural  Adjustment  Pro- 
gram on  the  poor  and  disadvantaged  in  India. 

IDA  and  the  Poor 

Everyone  wants  to  help  the  poorest  countries,  particularly  those  in  Africa.  DDA 
purports  to  do  this,  yet  no  one  can  ignore  the  poor  environmental  and  social  track 
record  of  IDA.  There  is  now  10  years  of  congressional  testimony  detailing  this  poor 
record.  There  is  abundant  evidence  that  much  IDA  funding  is  not  reaching  target 
populations  and  that  a  substantial  amount  of  lending  is  demonstrably  harmful  to 
the  poor,  indigenous  people  and  the  environment.  We  strongly  support  foreign 
aid  especially  to  debt  ridden  African  nations,  yet  the  reality  on  the  ground 
belies  the  suggestion  that  most  IDA  money  is  used  to  help  the  poor.  We  sub- 
mit that  IDA's  contribution  to  poverty  reduction  and  the  poor  are  highly 
exaggerated  by  the  World  Bank. 

A  small  portion  of  IDA  money  is  probably  reaching  the  poor,  although  even  in 
these  cases  there  are  likely  to  be  serious  design  and  implementation  problems  as 
a  result  of  the  Bank's  chronic  failure  to  involve  and  give  information  to  local  people 
who  are  directly  affected  by  its  projects.  Reasonable  people  can  differ,  but  perhaps 
as  little  as  20%  of  DDA  lending  is  actually  being  spent  on  basic  human  and  social 
infrastructure  and  programs  which  help  poor  populations  in  the  Bank's  IDA  recipi- 
ent countries.  In  fact,  a  large  portion  of  IDA  money  flows  back  out  of  the  poorest 
countries  in  the  form  of  procurement  contracts.  Most  of  these  go  to  the  world's  10 
richest  industrialized  nations.  For  example,  net  disbursements  of  IDA  to  borrowing 
countries  in  the  Bank's  Fiscal  Year  1992  were  $4,471  billion.  But  of  this  $4,471  bil- 
lion, $2,347  billion  was  paid  out  again  in  procurement  contracts  associated  with  IDA 
credits.  IDA  disbursed  more  money  last  year  back  to  Britain  ($285  million)  than 
to  Bangladesh  ($253  million)  and  more  money  to  Switzerland  ($73)  than  to  numer- 
ous sub-saharan  African  countries  such  as  Senegal  ($43.7  million),  Guinea  ($7.3  mil- 
lion) and  Sierra  Leone  ($64.4  million).  In  addition,  a  large  percentage  of  IDA  funds 
go  for  structural  adjustment  programs  (30%  of  gross  disbursements  in  1991)  which 
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have  a  devastating  impact  on  the  poor  and  disadvantaged  in  African  and  other  low 
income  countries  as  a  result  of  required  cuts  in  domestic  programs  which  provide 
health,  nutrition,  education,  and  social  and  technical  services.  Doug  Hellinger  of  De- 
velopment Group  on  Alternative  Policies  will  elaborate  on  the  failures  of  structural 
adjustment  programs  in  his  testimony. 

EDF  has  reached  the  conclusion  that  we  do  not  support  IDA  or  the  way  it  cur- 
rently operates.  However,  in  recognition  of  the  fact  that  the  new  administration  has 
expressed  a  willingness  to  promote  World  Bank  reform,  in  recognition  of  the  com- 
mitment of  key  congressional  subcommittees  to  promote  reform,  and  in  deference  to 
our  African  colleagues  who  feel  that  IDA  money  should  continue  to  flow  to  African 
countries  until  alternatives  have  been  developed,  we  submit  that  significant  re 
programming  of  IDA  funds  should  begin  in  the  second  and  third  years  of 
the  IDA  replenishment  if  the  World  Bank  fails  to  meet  a  series  of  tough 
new  benchmarks.  These  reforms  include,  among  other  things,  a  complete 
revision  of  the  World  Bank's  Information  Policy  which  will  allow  for  great- 
er transparency  in  the  Bank's  decision  making  process  and  release  of  key 
project  documents  and  the  creation  of  an  Independent  Appeals  Commis- 
sion to  monitor  and  receive  complaints  regarding  violations  of  the  World 
Bank's  policies  and  loan  agreements  (see  Conclusions  and  Recommenda- 
tions, section  X). 

In  the  coming  year,  the  World  Bank  must  address  its  chronic  institutional  defi- 
ciencies and  contradictions  through  concrete  changes  in  the  Bank's  project  portfolio, 
and  its  lack  of  public  accountability  and  make  environmental  ana  social  sustain- 
ability  part  of  Bank  operations,  not  rhetoric. 

II.  BACKGROUND 

The  International  Development  Association  (IDA),  the  "soft-loan  window"  of  the 
World  Bank,  was  created  in  1960  to  provide  concessional  loans  to  Bank  member 
countries  whose  per  capita  GNP  is  US  $610  or  less  (in  1990  dollars).  The  stated  ob- 
jectives of  DDA  are  to  promote  economic  development,  increase  productivity,  and  re- 
duce poverty.  During  the  IDA  9  replenishment,  donors  added  environmental  protec- 
tion to  its  objectives.  Since  1960  there  have  been  nine  replenishments  of  IDA,  the 
last  one  was  in  1990.  Negotiations  for  the  tenth  replenishment  were  completed  in 
Berne,  Switzerland  on  December  14-15,  1992.  The  World  Bank  received  (US)  $18 
billion  in  pledges  from  donor  countries.  In  several  donor  countries  the  amount 
pledged  is  still  subject  to  parliamentary  approval.  The  World  Bank  did  not  receive 
pledges  for  the  extra  (US)  $5  billion  it  had  requested  for  the  so  called  "earth  incre- 
ment" which  was  endorsed  at  UNCED.  The  "earth  increment"  was  a  vague  concept 
in  which  the  Bank  would  increase  IDA  lending  for  environmental  purposes,  without 
reforming  existing  aspects  of  its  own  operations  that  have  adverse  environmental 
impacts.  Sources  close  to  the  Bank  revealed  that  the  earth  increment  was  a  fund- 
raising  ploy  to  ensure  the  full  DDA  replenishment,  rather  then  a  genuine  attempt 
to  increase  environmental  lending.  The  U.S.  pledge  to  IDA  in  Berne  was  $3.7  billion, 
which  is  20.86%  of  the  total  replenishment. 

For  10  years,  EDF  has  called  for  a  series  of  reforms  related  to  project  quality  and 
the  need  for  greater  accountability  of  IDA  and  the  Bank,  especially  to  people  di- 
rectly affected  by  its  projects.  In  fact,  10  years  ago  in  June  1983,  Bruce  Rich  testi- 
fied before  this  very  Subcommittee  detailing  many  of  the  same  reforms  which  are 
still  needed  today.  Three  years  ago,  on  March  28,  1990,  we  testified  before  this  Sub- 
committee stating  that  our  support  of  DDA  was  conditional  upon  a  series  of  reforms 
which  included  access  to  information,  public  participation,  increased  energy  lending 
and  improvement  of  the  environmental  impact  assessment  process  and  in  enforce- 
ment of  the  Bank's  involuntary  resettlement  policy.  We  gave  specific  recommenda- 
tions for  the  implementation  of  the  environmental  language  in  the  IDA  9  Donors 
Agreement  (Additions  to  DDA  Resources:  Ninth  Replenishment,  January  5,  1990), 
which  covered  most  of  the  same  issues. 

Since  that  time  there  have  been  few  improvements.  In  the  DDA  9  donors  agree- 
ment, environment  was  considered  one  of  the  three  top  priorities  along  with  poverty 
reduction  and  support  for  sound  macroeconomic  and  sectoral  policies.  However,  evi- 
dence from  our  southern  colleagues  since  the  last  IDA  replenishment  in  1990  indi- 
cates that  although  the  Bank  has  generated  numerous  papers  (such  as  policies  on 
forestry,  the  environmental  impact  assessment  process,  indigenous  peoples,  and  en- 
ergy, and  revised  its  resettlement  policy),  these  policies  have  resulted  in  few  con- 
crete changes  on  the  ground  or  in  the  project  portfolio,  and  environmental  commit- 
ments in  IDA  9  remain  largely  unfulfilled.  As  a  result,  EDF  has  serious  doubts  that 
without  major  institutional  changes  new  environmental  language  on  energy  con- 
servation and  efficiency,  public  participation,  environmental  assessment  process, 
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and  environmental  sustai liability  in  the  IDA  10  Donor's  agreement  (Additions  to 
IDA  Resources:  Tenth  Replenishment,  December  23,  1992)  will  result  in  any  signifi- 
cant changes  in  Bank's  current  portfolio  or  have  an  impact  on  what  is  actually  oc- 
curring on  the  ground  in  developing  countries. 

ni.  THE  NARMADA  DECISION— THE  TEST  THE  WORLD  BANK  FAILED 

In  1985,  The  World  Bank  approved  $450  million  ($250  million  which  are  IDA 
credits)  for  the  Sardar  Sarovar  dam  on  the  Narmada  River  in  Western  India.  The 
project  will  forcibly  displace  over  100,000  tribal  and  rural  poor  people  ("oustees")  by 
its  reservoir  and  adversely  affect  or  displace  another  140,000  families  by  its  exten- 
sive canal  and  water  delivery  system.  Eight  years  after  project  approval,  a  com- 
Erehensive  resettlement  plan  for  the  oustees  does  not  exist — in  fact  the  total  num- 
er  of  oustees  has  not  been  finalized — nor  has  an  environmental  impact  assessment 
ever  been  completed.  From  the  start,  the  project  has  been  riddled  with  design,  plan- 
ning and  implementation  problems,  which  frequently  have  been  ignored  or  covered 
up  by  World  Bank  operations  staff.  Since  1987,  a  majority  of  the  oustees  have  op- 
posed the  construction  of  the  dam  and  have  staged  a  Gandhian  style  non-coopera- 
tion movement,  refusing  to  move  from  their  villages.  In  fact,  thousands  of  villagers 
have  taken  a  vow  to  drown  rather  then  move. 

Over  the  last  5  years,  NGOs,  journalists,  academics,  legislators  and  some  govern- 
ment officials  have  viewed  the  Bank's  involvement  in  Sardar  Sarovar  as  a  "test 
case"  of  the  Bank's  willingness  and  capacity  to  address  environmental  and  social 
concerns  in  its  projects  and  the  Bank's  ability  to  enforce  its  own  environment  and 
resettlement  policies  and  loan  covenants.  In  India,  the  project  has  come  to  symbolize 
"destructive  development"  and  is  highlighted  as  indicative  of  what  is  happening 
throughout  many  sectors  and  regions  m  World  Bank  projects. 

The  Independent  Review  of  Sardar  Sarovar 

After  years  of  intense  Indian  and  international  NGO  pressure  on  the  Bank  to 
withdraw  from  the  project,  in  September  1991,  the  World  Bank  commissioned  an 
Independent  Review  Team  to  investigate  the  Bank's  performance  in  environmental 
and  resettlement  aspects  of  the  dam  project  and  related  irrigation  works.  The  Re- 
view Team  headed  by  ex-United  Nations  Development  Programme  Director  Brad- 
ford Morse — after  10  months  of  extensive  research  and  interviews,  the  full  coopera- 
tion of  the  World  Bank,  the  Indian  State  and  Central  Governments,  Indian  and 
international  NGOs,  access  to  information  from  the  Bank  and  the  Indian  govern- 
ment, and  complete  access  to  the  affected  villages — issued  a  363  page  report  which 
called  into  question  the  viability  of  the  project  and  documented  extensive  violations 
of  loan  agreements  and  Bank  policies,  as  well  as  years  of  negligence  in  addressing 
the  most  basic  problems  presented. 

The  Review  Team  concluded  that  the  IDA-funded  project  was  "flawed,  that  reset- 
tlement and  rehabilitation  of  all  those  displaced  by  the  projects  is  not  possible  under 
prevailing  circumstances  and  that  environmental  impacts  *  *  *  have  not  been  prop- 
erly considered  or  properly  addressed"  (page  xii).  The  Independent  Review  (IK)  also 
questioned  the  underlying  assumptions  of  the  project  and  stated,  "There  is  compel- 
ling evidence  that  the  Sardar  Sarovar  projects  will  not  operate  as  planned"  and  as- 
sertions have  been  substituted  for  analysis"  (page  xxiv). 

Negligence  in  Resettlement 

The  ffi  detailed  systematic  negligence  in  resettlement  and  environmental  plan- 
ning, blatant  violations  of  loan  agreements  and  Bank  policies,  disregard  for  the 
technical  feasibility  of  several  aspects  of  the  project  and  disregard  for  the  basic 
human  rights  of  the  affected  people.  The  Review  Team  concluded  that  "little  can  be 
achieved  while  construction  continues"  and  the  Bank  should  "step  back"  from  the 
project,  otherwise  "the  possibility  of  making  sound  decisions  will  be  further  com- 
promised" (page  356). 

The  ER  revealed  that  in  resettlement  planning  there  was  a  complete  failure 
by  the  Bank  and  the  Indian  Government  to  account  for  140,000  families 
who  are  being  affected  by  the  construction  of  the  main  canal.  These  people 
are  not  considered  oustees  and  are  therefore  not  covered  by  the  Bank's  policy  on 
resettlement.  Around  13,000  of  these  families  will  lose  all  or  most  of  their 
land.  Moreover,  the  team  found  that  resettlement  is  not  even  possible  for  all 
oustees  who  are  covered  under  the  policy,  nor  is  enough  land  available  for  the  num- 
ber of  people  who  need  to  be  resettled.  Based  on  the  findings  of  the  IR  and  the  in- 
ability of  the  Bank  to  implement  and  enforce  its  policy  on  involuntary  resettlement 
for  the  last  7  years,  it  is  unlikely  that  oustees  that  have  already  been  resettled  will 
regain  their  standard  of  living  over  the  long  term,  which  is  the  main  objective  of 
the  Bank's  resettlement  policy. 
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"A  History  of  Non-Compliance" 

According  to  the  IR,  the  history  of  environmental  aspects  of  the  project  is  "a  his- 
tory of  non-compliance"  (page  xxxi).  It  revealed  that  7  years  after  project  approval, 
even  the  most  basic  studies  and  data  base  needed  as  a  prerequisite  for  a  com- 
petent environmental  assessment  and  mitigation  purposes  are  still  not  complete. 
Other  findings  revealed  there  are  no  plans  for  an  environmental  assessment  of  the 
main  canal,  downstream  impacts  of  the  project  and  backwater  sedimentation.  Al- 
though there  is  widespread  acknowledgement  in  the  Bank  and  the  Indian  govern- 
ment that  problems  of  irrigability,  waterlogging,  salinization  and  drainage  are  sig- 
nificant in  a  project  of  this  size,  there  was  no  comprehensive  assessment  of  these 
impacts.  The  IR  also  revealed  a  complete  failure  of  the  Bank  to  enact  safeguards 
to  prevent  malaria  and  other  waterborne  diseases  near  the  dam  site,  which  is  a  vio- 
lation of  the  1985  loan/credit  agreement. 

The  IR  found  that  deficiencies  and  discrepancies  in  the  hydrological  analyses  indi- 
cate that  the  project  will  not  perform  as  planned,  and  called  into  question  basic  as- 
sumptions on  water  delivery  and  water  availability  in  the  command  area.  The  IR 
concluded  that  "The  work  we  have  done  raises  important  questions  about 
many  of  the  assumptions  used  to  date.  At  the  very  least,  no  impact  assess- 
ment is  possible,  and  the  effectiveness  and  efficiency  of  ameliorative  meas- 
ures remain  speculative  because  there  is  no  appropriate  understanding  of 
the  hydrology  *  *  *  there  is  compelling  evidence  that  the  Sardar  Sarovar 
projects  will  not  operate  as  planned"  (Page  253)  (emphasis  added). 

The  IR  exposed  the  fact  that  despite  the  stated  priority  of  delivery  of  drinking 
water,  no  plans  exist  to  achieve  this.  In  fact,  although  1992  Gujarat  state  govern- 
ment documents  claim  a  25%  expansion  in  the  delivery  of  drinking  water  over  the 
previous  year,  no  increase  was  actually  made  in  the  allocation  of  water  for  domestic 
purposes.  The  IR  also  found  that  the  list  of  villages  to  be  served  with  drinking  water 
included  200  villages  that  according  to  the  Indian  census  are  uninhabited. 

The  Failure  of  the  Bank's  Incremental  Strategy 

A  central  finding  of  the  ER  was  the  failure  and  counter-productiveness  of  the 
World  Bank's  "incremental  strategy"  on  environment  and  resettlement,  in  which  the 
Bank  accepted  piecemeal  improvements  through  the  years  in  contradiction  and  in 
violation  of  its  policies  and  loan  conditions.  The  IR  stated,  "Nor  is  it  a  question  of 
applying  more  intense  pressure  to  Maharashtra  and  Madhya  Pradesh  in  order  to 
improve  resettlement  policies  *  *  *  a  further  application  of  the  same  [incremental] 
strategy,  albeit  in  a  more  determined  or  aggressive  form,  would  also  fail"  (page  355). 

The  terms  of  reference  for  the  IR  mandated  that  recommendations  be  made  for 
"improvement  of  project  implementation".  Yet  in  the  end,  the  team  was  unable  to 
make  recommendations  because  of  a  total  lack  of  planning  and  available  data.  "We 
have  decided  it  would  be  irresponsible  for  us  to  try  to  patch  together  a  series  of  rec- 
ommendations on  implementation  when  the  flaws  in  the  projects  are  so 
obvious  *  *  *"  (xxv),  and  they  concluded,  "We  cannot  put  together  a  list  of  rec- 
ommendations to  improve  resettlement  and  rehabilitation  or  to  ameliorate  environ- 
mental impact  when  in  so  many  areas  no  adequate  measures  are  being  taken  on 
the  ground  or  are  even  under  consideration"  (page  xxiv). 

Human  Rights  Violations 

Since  1990,  human  rights  violations  in  the  Narmada  Valley  have  increased  dra- 
matically with  beatings,  arbitrary  arrests  and  illegal  detentions  of  the  oustees  and 
their  activist  supporters.  The  abuses  were  recently  documented  by  the  human  rights 
group  Asia  Watch  in  a  report  released  on  June  18,  1992.  Asia  Watch  calculated  that 
by  mid-1992,  1000  people  had  been  detained  for  periods  ranging  from  several  days 
to  several  weeks.  Asia  Watch  reported,  "These  abuses  appear  to  be  part  of  an  in- 
creasingly repressive  campaign  by  the  state  governments  involved  to  prevent  the 
groups  from  organizing  support  for  protests  in  villages  affected  by  the  dam  and  dis- 
seminating information  about  the  social  and  environmental  consequences  of  the 
dam".  The  Independent  Review  noted  the  hostility  and  level  of  opposition  in  the  val- 
ley, and  stated  "progress  will  be  impossible  except  as  a  result  of  unacceptable 
means". 

After  the  release  of  the  IR,  the  Narmada  International  Human  Rights  Panel,  an 
independent  panel  of  human  rights  observers  reported  a  fatal  shooting  of  a  tribal 
woman  in  the  Taloda  forest  area  of  Maharashtra  state  during  an  attempt  by  au- 
thorities to  remove  people  already  living  on  land  which  was  earmarked  for  resettle- 
ment. The  panel  also  observed  that  the  July  1992  World  Bank  Mission  to  Narmada 
at  one  point  was  travelling  with  200  police  in  the  state  of  Madhya  Pradesh.  It  is 
obvious  that  Sardar  Sarovar  can  only  be  implemented  with  the  use  of  police  force. 
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The  World  Bank's  Response 

The  World  Bank's  response  to  the  Independent  Review  is  irresponsible 
and  appalling.  In  August  1992,  after  a  Bank  Mission  visited  the  Narmada  Valley 
for  2  weeks,  Bank  operations  staff  issued  a  response  to  the  Independent  Review  en- 
titled "Sardar  Sarovar  Projects,  Review  of  Current  Status  and  Next  Steps"  (Septem- 
ber 11,  1992)  which  purported  to  summarize  the  key  findings  of  the  YR  and  detailed 
the  Bank's  "action  program"  to  deal  with  the  problems  identified  in  the  IR.  The  doc- 
ument which  was  submitted  to  the  Executive  Directors  unbelievably  recommended 
a  continuation  of  funding  to  the  project,  as  well  as  listing  a  series  of  remedial  meas- 
ures which  were  nothing  more  than  a  continuation  of  the  incremental  strategy  so 
clearly  rejected  by  the  Independent  Review. 

NGOs  worldwide  were  shocked  and  outraged.  On  September  21,  1992,  the  day  Fi- 
nance Ministers  from  over  150  countries  were  arriving  in  Washington  to  attend  the 
World  Bank/IMF  Annual  Meeting  in  Washington,  a  full  page  letter  to  Lewis  Preston 
was  published  in  the  Financial  Times  calling  on  the  World  Bank  to  "withdraw  im- 
mediately from  Sardar  Sarovar"  and  detailed  the  findings  of  the  Independent  Re- 
view. The  letter  warned  the  Bank  if  it  did  not  withdraw  the  signatories  would 
launch  a  campaign  to  "cut  off  funding  to  the  World  Bank".  "Our  immediate  priority 
will  be  to  urge  taxpayers,  donor  governments  and  NGOs  to  oppose  the  $18  billion 
replenishment  of  the  International  Development  Association"  the  letter  concluded. 
The  letter,  which  was  signed  by  250  organizations  from  37  countries,  underscores 
the  level  of  international  attention  and  concern,  as  well  as  the  increasing  skepticism 
worldwide  of  the  World  Bank's  performance  and  credibility. 

During  the  World  Bank/IMF  Annual  Meeting  in  Washington,  Shripad 
Dharmaaikary,  an  Indian  grassroots  activist  from  Narmada  Bachao  Andolan  (the 
coalition  which  represents  a  majority  of  the  Narmada  oustees)  visited  Washington 
and  met  with  several  of  the  Executive  Directors.  Shripad  severely  criticized  "Next 
Steps"  and  exposed  how  the  document  failed  to  reflect  the  ground  reality  in  the  val- 
ley, the  level  of  opposition  to  the  project,  or  the  seriousness  of  the  rising  waters  dur- 
ing the  1992  monsoon  season.  Contrary  to  what  was  stated  in  "Next  Steps"  Shripad 
exposed  the  duplicity  of  the  Bank's  distinction  between  temporary  and  permanent 
submergence  and  stated  that  for  a  tribal  living  in  a  mud  or  wood  hut,  even  a  day's 
"temporary  submergence"  can  completely  destroy  their  houses,  property,  and  the 
whole  year's  harvest. 

Shripad  warned  the  EDs  that  contrary  to  what  was  stated  in  "Next  Steps,"  if  the 
Bank  continued  the  project  for  6  months,  serious  human  rights  violations  and  viola- 
tions of  the  Bank's  policies  would  occur.  Shripad  wrote  a  follow  up  letter  to  the  EDs 
charging  "The  response  of  the  Bank  can  only  be  characterized  as  callous,  dishonest, 
and  completed  removed  from  reality". 

Shripad  was  not  the  only  one  concerned  about  the  misrepresentations  in  "Next 
Steps".  On  October  13,  1992,  about  10  days  before  the  Board  meeting  on  Sardar 
Sarovar,  Bradford  Morse  and  Thomas  Berger  sent  a  letter  to  Preston  and  the  Execu- 
tive Directors  charging  that  "Next  Steps  was  "misleading"  and  that  it  "ignores  or 
misrepresents  the  main  findings  of  the  Review".  The  letter  went  on  to  say  that  Bank 
had  "ignored  our  conclusion  that  the  Bank's  incremental  strategy  greatly  under- 
mines prospects  for  successful  resettlement  and  rehabilitation"  and  as  a  result  the 
"well  being  of  tens  of  thousands  of  people  will  continue  to  be  at  risk". 

In  an  attempt  to  address  the  attacks  on  "Next  Steps"  and  to  pacify  the  Executive 
Directors  over  the  next  week  a  series  of  "benchmarks"  were  whipped  up  inside  the 
Bank  to  justify  the  Bank's  involvement  for  another  6  months.  However,  the 
benchmarks  were  actually  a  weakened  version  of  conditions  the  Bank  had 
already  laid  down  over  the  last  5  years,  as  well  a  continuation  of  the  failed 
incremental  strategy. 

On  October  23,  1992,  despite  the  international  outcry,  the  recommendations  of  the 
Independent  Review  and  the  overwhelming  evidence  of  the  unsoundness  of  Sardar 
Sarovar,  the  Bank's  Executive  Board  voted  to  continue  funding  the  project  for  6 
months,  over  the  objections  of  six  Executive  Directors  (representing  42%  of  the 
vote).  U.S.  Executive  Director  Patrick  Coady,  one  of  the  six  Executive  Directors  who 
called  for  a  suspension  of  Bank  funding  to  the  project,  cited  the  Bank  operation's 
"cover  up"  of  problems  in  the  project  and  told  the  Board  the  Bank's  credibility  was 
at  stake  and  that  a  decision  to  continue  funding  "will  signal  that  no  matter  how 
egregious  the  situation,  no  matter  how  flawed  the  project,  no  matter  how  many  poli- 
cies have  been  violated,  and  no  matter  how  clear  the  remedies  prescribed,  the  Bank 
will  go  forward  on  its  own  terms".  Other  EDs  clearly  expressed  dissatisfaction  and 
distrust  of  the  operations  staff,  and  expressed  concern  with  the  Bank's  lack  of  ac- 
countability and  failure  to  learn  from  mistakes. 

The  Board  justified  its  continuation  of  the  project  as  giving  the  "benefit  of  the 
doubt"  to  the  "new"  Indian  Government.  However,  the  "new"  Indian  Central  Gov- 
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eminent  had  actually  already  been  in  place  for  a  year,  and  the  state  governments 
which  are  responsible  for  implementing  the  project  were  the  same  as  before. 

The  decision  to  continue  Sardar  Sarovar  on  October  23,  1992  severely 
damaged  the  Bank's  credibility  and  underscores  the  Bank's  inability  to  use 
public  money  responsibly  and  enforce  its  environmental  and  social  policies 
in  IDA  funded  projects. 

Recent  Events  and  Recommendations 

Since  October  23,  1992,  human  rights  violations  have  escalated.  There  have  been 
beatings,  arrests  and  detentions  in  Kakrana,  Anjanwara,  and  Omarkareshwar — all 
villages  in  Madhya  Pradesh.  In  Manibeli  and  Chimalkhedi,  villages  in  Maharashtra, 
peaceful  protestors  were  arrested  and  beaten  up  when  70  police  stormed  their  vil- 
lages to  enable  project  authorities  to  begin  road  construction.  The  human  rights 
incidences  were  directly  related  the  state  government's  desperate  attempts  to  meet 
the  so-called  benchmarks  laid  down  by  the  Bank  before  March  31,  1993.  On  April 
2,  1993  the  Lawyers  Committee  on  Human  Rights  issued  a  report  entitled  "Unac- 
ceptable Means"  detailing  the  human  rights  abuses  related  to  the  benchmarks. 

The  World  Bank  claimed  in  "Next  Steps"  that  the  pace  of  construction  would  be 
linked  to  improvement  on  resettlement  and  rehabilitation,  however,  this  has  not 
been  the  case.  Construction  has  proceeded  rapidly  since  October  23rd,  and  resettle- 
ment has  not  improved  nor  have  the  benchmarks  been  met. 

As  March  31,  1992  drew  closer  everyone  monitoring  the  situation  knew  that  the 
benchmarks  would  not  be  met — the  Bank,  the  Indian  Government  and  the  NGOs. 
What  happened  behind  the  scenes  we  don't  know  for  sure,  but  in  effect  the  World 
Bank  worked  out  a  "face-saving"  deal  with  the  Government  of  India,  in  which  the 
Indian  government  would  announce  that  it  was  asking  the  World  Bank  to  cancel 
the  remaining  $170  million  while  the  Bank  would  assure  the  public  that  it  still  had 
faith  in  the  project  and  that  the  Indian  government  was  doing  a  "satisfactory"  job 
in  meeting  tne  so-called  benchmarks.  On  March  30,  1993,  The  Indian  Executive  Di- 
rector made  the  expected  announcement  to  the  Board  and  stated  that  the  Indian 
government  would  complete  the  project  on  its  own. 

However,  we  now  believe  that  World  Bank  sector  money— possibly  IDA 
sector  or  structural  adjustment  credits — will  be  used  to  finish  the  project. 
There  are  two  reasons  we  believe  this.  First,  when  Joe  Wood  Vice  Presi- 
dent for  Asia  was  asked  at  the  World  Bank's  press  conference  what  the 
Bank  intended  to  do  if  sector  money  was  used  he  shrugged  and  stated 
"Short  of  stopping  all  sector  money  to  India  there  is  nothing  we  can  do". 
Secondly,  when  the  Indian  Environment  Minister,  Mr.  Kamalnath,  was  re- 
cently in  Canada  he  openly  admitted  in  a  meeting  with  seven  other  Envi- 
ronment Ministers  that  the  Government  of  India  was  going  to  use  World 
Bank  sector  money  to  finish  the  project. 

There  is  currently  a  crisis  situation  developing  in  the  Narmada  Valley 
and  there  is  no  doubt  the  World  Bank  is  just  as  responsible  as  the  Indian 
Government  for  what  happens.  People  who  have  vowed  to  drown  rather  than 
move  are  staging  a  sit-in  starting  June  10th  in  the  lowest  house  in  Manibeli.  They 
may  face  submergence  this  monsoon.  When  the  Independent  Review  came  out  on 
June  18,  1992,  the  dam  height  was  at  around  33  meters.  The  Bank  irresponsibly 
continued  to  fund  the  construction  for  10  more  months  until  March  30,  1993  when 
the  dam  height  reached  about  55  meters.  The  lowest  house  near  the  dam  where  vil- 
lagers are  refusing  to  move  is  at  51  meters;  villagers  have  vowed  to  drown  unless 
the  government  suspends  the  project.  While  the  World  Bank  claimed  that  construc- 
tion of  the  dam  would  be  tied  to  improvement  in  resettlement,  there  was  no  im- 
provement in  resettlement  before  the  Bank  pulled  out  and  yet  construction  contin- 
ued to  the  point  where  the  dam  currently  stands.  The  sluice  gates  at  the  bottom 
of  the  dam  are  so  small  that  even  if  they  are  kept  open,  it  will  not  help  to  stop 
the  river  from  rising  to  the  level  of  the  lowest  huts  during  the  coming  monsoon. 

As  the  World  Bank  is  still  legally  responsible  (see  Appendix  4),  this  situation  is 
completely  unacceptable  and  merits  further  investigation.  We  urge  this  Subcommit- 
tee to  request  precise  information  from  the  World  Bank  on  this  question. 

We  urge  this  Subcommittee  to  request  the  U.S.  Treasury  Department  to 
work  with  other  major  donor  countries  to  jointly  call  on  the  World  Bank 
to  take  the  following  steps: 

1)  The  World  Bank  must  take  all  steps  possible  to  prevent  the  use  of 
sector  money  for  Sardar  Sarovar,  including  making  a  public  statement  to 
that  effect. 

2)  The  World  Bank  should  condition  all  IDA  sector  money  to  India  on 
ensuring  that  construction  of  Sardar  Sarovar  is  tied  to  improvement  in 
resettlement  and  rehabilitation. 
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3)  The  World  Bank  should  call  for  construction  on  the  project  to  cease 
immediately,  and  encourage  the  Government  of  India  and  Gujarat  State 
Government  to  investigate  alternatives  to  the  project. 

4)  The  World  Bank  should  hire  a  panel  of  experts  completely  independ- 
ent from  World  Bank  India  Operations  staff  to  monitor  the  crisis  situa- 
tion in  the  Narmada  Valley  and  report  hack  to  Executive  Directors. 
Attached   for  the   record  is   a  letter  from  Shripad   Dharmadikary  of  Narmada 

Bachao  Andolan  detailing  the  poor  performance  of  the  World  Bank  in  Narmada  and 
in  India  (Appendix  5). 

IV.  DETERIORATING  WORLD  BANK  PROJECT  QUALITY 

An  increasing  volume  of  documentation  from  NGOs,  independent  researchers  and 
the  Bank's  own  internal  studies  has  indicated  that  many  IDA  funded  projects  and 
programs  not  only  contradict  the  objectives  of  IDA,  but  serve  to  further  marginalise 
rural  poor  and  indigenous  people  as  well  as  degrade  or  destroy  the  environment 
upon  which  they  depend.  Closely  linked  to  these  problems  is  the  internal  pressure 
to  lend  money  and  the  associated  deteriorating  project  quality  of  World  Bank  loans 
and  credits,  which  was  recently  documented  by  the  Portfolio  Management  Task 
Force  Report  drawn  up  by  W.A.  Wapenhans. 

The  Wapenhans  Report  revealed  that  37.5%  of  World  Bank  funded  projects  were 
deemed  unsatisfactory  according  to  the  Bank's  own  criteria,  a  dramatic  increase 
from  only  15%  in  1981.  Deterioration  has  accelerated  in  the  last  3  years.  The  Report 
concluded  that  pressure  inside  the  Bank  to  lend  money  and  promote  projects  over- 
whelms all  other  considerations.  As  a  result  of  this  pressure,  poor  project  design  and 
implementation,  poor  appraisal  practices,  and  failure  to  enforce  loan  agreements  are 
widespread  in  Bank  operations. 

'The  portfolio  is  under  pressure,"  Wapenhans  reported.  "This  pressure  is 
not  temporary;  it  is  attributable  to  deep-rooted  problems  which  must  be  di- 
agnosed and  resolved.  The  cost  of  tolerating  continued  poor  performance 
is  highest  not  for  the  Bank,  but  for  its  borrowers". 

The  Wapenhans  Report  revealed  that  the  credibility  of  the  Bank's  appraisal  proc- 
ess was  under  pressure  and  that  staff  perceived  appraisals  as  "marketing  devices'' 
for  securing  loan  approval  and  achieving  personal  recognition.  Wapenhans  referred 
to  this  lack  of  objectivity  as  an  'approval  culture",  and  stated  that  this  results  in 
a  promotional  rather  then  objective  approach  to  appraisal.  Indeed,  confidential  sur- 
veys of  Bank  professionals  revealed  that  "only  17%  of  staff  interviewed  felt  that  an- 
alytical work  done  during  project  preparation  was  compatible  with  the  achievement 
of  project  quality". 

The  Wapenhans  Report  revealed  that  only  22%  of  financial  covenants  in  loan  and 
credit  agreement  were  in  compliance.  The  Keport  also  revealed  that  the  decline  in 
project  quality  is  exacerbated  by  the  Bank  diversifying  its  lending  portfolio  into  new 
areas  like  the  environment  and  women.  The  task  force  found  that  the  Bank  simply 
does  not  have  the  qualified  staff  to  design,  monitor  and  supervise  a  diverse  portfolio. 

The  Wapenhans  Report  additionally  exposed  the  lack  of  accountability  of  the 
World  Bank  to  borrower  country  governments.  Anonymous  interviews  with  borrower 
country  government  officials  revealed  that  country  officials  often  felt  that  projects 
were  imposed  on  them  by  the  Bank  without  knowledge  of  local  conditions  or  ensur- 
ing local  commitment.  Country  officials  stated  that  preparation  and  design  of  the 
project  were  a  unilateral  Bank  activity  and  that  the  Bank  "simply  takes  the  project 
away  from  the  local  project  officer".  Other  government  officials  viewed  the  loan  ne- 
gotiation process  as  coercive".  Local  consultants  and  experts  were  by-passed  by  the 
Bank  in  favor  of  international  consultants  who  have  little  commitment  to  projects 
or  knowledge  of  local  conditions. 

Post  Wapenhans  and  "Next  Steps" 

The  Wapenhans  Report  made  a  series  of  recommendations  to  improve  project 
quality  which  were  recently  elaborated  upon  in  a  report  called  "Portfolio  Manage- 
ment: Next  Steps"  written  by  Mr.  Rajagopalan,  Vice-President  for  Sector  and  Oper- 
ations Policy.  Next  Steps,  which  will  be  reviewed  by  the  Board  of  Executive  Direc- 
tors on  May  4th,  makes  recommendations  for  far-reaching  reform  of  Bank  policies 
and  procedures  that  will  affect  country  assistance  procedures,  management  incen- 
tives, and  bases  for  promotion. 

We  submit  that  next  steps  is  unacceptable  and  does  not  properly  address  prob- 
lems identified  in  Wapenhans  or  make  recommendations  that  will  contribute  to  in- 
creased project  quality,  "ownership"  of  projects  and  sustainable  development. 

Project  quality  and  ownership  could  be  improved  through  measures  such  as  in- 
creasing staff  with  social  and  environmental  backgrounds,  training  staff  in  environ- 
mental areas,  creating  bank-wide  career  incentives  for  environmental  and  social 
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quality  in  projects,  requiring  the  release  of  more  information  to  affected  people,  re- 
quiring involvement  of  local  people  and  project  beneficiaries  in  the  design  and  plan- 
ning of  projects,  allowing  people  who  are  directly  affected  to  challenge  proposed 
projects,  ensuring  that  project  proposals  originate  from  state  and  central  govern- 
ments rather  then  from  Bank  operations  staff,  increasing  training  of  local  people 
and  government  agencies  to  monitor  and  supervise  projects,  hiring  Local  consultants, 
and  conducting  environmental  impact  assessments. 

Deregulation 

Next  Steps  recommends  deregulation  in  the  form  of  "streamlining"  existing  Bank 
policies  because  they  are  too  complex"  and  task  managers  feel  overwhelmed  by 
them.  Next  Steps  proposes  that  current  Bank  Operational  Directives  and  Operation 
Manual  Statements  be  shortened  to  two  pages  and  supplemented  with  Bank  proce- 
dure statements,  and  guidelines  and  best  practices  statements. 

We  are  strongly  opposed  to  this  measure.  The  environment  and  development  com- 
munity has  spent  the  last  10  years  commenting  on  and  assisting  the  Bank  in  formu- 
lating policies  and/or  operational  directives  on  forestry,  environmental  impact  as- 
sessment, involuntary  resettlement,  indigenous  peoples,  and  Bank  involvement  of 
NGOs.  While  the  policies  are  not  perfect,  they  represent  a  minimal  standard  of  op- 
erating which,  if  systematically  implemented  and  enforced,  would  go  a  long  way  to- 
ward improving  project  quality  and  making  projects  sustainable  (n.b.  The  problem 
is  the  policies  are  rarely  implemented  and  enforced).  For  the  Bank  to  now  suggest 
that  the  policies  should  be  streamlined  is  clearly  an  attempt  to  weaken  the  policies 
and  the  work  requirements  of  Bank  operations  staff. 

Ownership  of  Projects  and  Project  Appraisal 

A  key  area  which  needs  to  be  further  addressed  is  the  issue  of  ownership. 

Wapenhans  reported  that  the  "negotiations  stage  is  seen  by  many  borrowers  as 
a  coercive  exercise  designed  to  Impose'  the  Banks  philosophy  and  to  validate  the 
findings  of  its  promotional  approach  to  appraisal".  Next  Steps  does  not  adequately 
address  how  the  Bank  will  deal  with  the  issue  of  ownership  or  discuss  concrete  ways 
to  ensure  ownership  of  projects  and  programmes.  We  believe  projects  should  be  lo- 
cally driven  and  the  Bank  should  create  provisions  to  ensure  not  only  that  the 
firoject  is  wanted  by  local  governments,  but  also  by  local  people  and  project  bene- 
iciaries.  Requirements  for  releasing  design  and  planning  information  to  local  peo- 
ple, and  local  consultation  should  be  established.  The  pre -appraisal  and  staff  ap- 
praisals reports  should  directly  report  on  what  local  consultations  occurred  and 
what  changes  were  proposed  for  a  project.  Each  project  should  have  at  least  75% 
of  local  or  in-country  consultants  to  assist  in  increasing  ownership. 

The  problem  of  lack  of  ownership  of  projects  directly  relates  to  the  poor  appraisal 
process  in  the  Bank  in  which  there  is  an  "approval  culture"  and  appraisal  becomes 
an  advocacy  process  rather  then  a  tool  for  objective  assessment.  Next  Steps  does  not 
adequately  address  how  this  approval  culture  will  be  changed.  Next  Steps  suggests 
that  the  Bank  will  improve  "quality  at  entry"  through  greater  involvement  oflead 
economists  and  in  assessing  risks  of  adverse  changes  in  macroeconomic  and  sectoral 
policies,  among  other  things.  The  Bank  should  create  career  incentives  which  re- 
ward Bank  staff  for  environmental  and  social  quality  in  projects. 

The  Bank's  poor  appraisal  process  results  in  projects  being  appraised  and  ap- 
proved before  environmental  and  social  policies  are  implemented.  For  example, 
many  projects  are  appraised  before  an  environmental  impact  assessment  is  con- 
ducted or  before  a  resettlement  plan  for  affected  people  is  completed.  The  Bank 
should  make  provisions  to  ensure  that  appraisal  does  not  move  forward  until  EIAs 
and  resettlement  plans  are  completed. 

One  positive  change  is  that  the  regions  have  established  mechanisms  for  provid- 
ing new  operations  with  feedback  about  the  lessons  learned  from  ongoing  projects 
and  completed  projects  to  ensure  that  mistakes  of  the  past  are  not  repeated.  How- 
ever, this  mechanism  should  interact  with  the  public  and  affected  people  in  the 
Bank's  borrower  countries.  Otherwise,  it  is  highly  likely  that  mistakes  will  be  re- 
peated. 

We  urge  this  Subcommittee  to  work  with  the  Secretary  of  Treasury,  Sec- 
retary of  State  and  the  National  Security  Council  to  promote  an  Independ- 
ent Panel  to  review  Wapenhans  and  Next  steps  and  make  recommendations 
to  improve  project  quality,  project  appraisals,  environmental  and  social 
sustainability,  and  ownership  of  projects. 

V.  PUBLIC  ACCOUNTABILITY  AND  ACCESS  TO  INFORMATION 

The  lack  of  accountability  of  the  World  Bank  to  the  people  who  are  directly  af- 
fected by  Bank  projects  ana  to  its  shareholders  severely  undermines  the  quality  of 
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IDA  operations.  Bank  projects  are  usually  designed  and  planned  by  Bank  operations 
staff  and  negotiated  with  central  or  state  government  officials  without  considering 
the  concerns  and  needs  of  local  people.  Local  people  are  often  denied  access  to  the 
most  basic  information  about  projects  such  as  staff  appraisal  reports,  feasibility 
studies,  resettlement  plans,  base  line  data,  and  cost/benefit  analyses.  Despite  in- 
creasing Bank  rhetoric  on  involving  non-government  organizations  (NGOs),  and 
local  communities  in  development  activities,  and  the  development  of  an  environ- 
mental assessment  process,  without  access  to  information  and  the  opportunity  to 
change  or  reject  projects,  community  participation  is  meaningless. 

The  World  Bank  established  a  Directive  in  1989  on  Disclosure  of  Information.  The 
Directive  states  that  there  should  be  a  presumption  in  favor  of  disclosure  in  the  ab- 
sence of  a  compelling  reason  not  to  disclose,  out  then  goes  on  to  restrict  almost 
every  type  of  Bank  generated  document  without  giving  a  compelling  reason.  In  order 
to  improve  project  quality  and  as  an  essential  concrete  step  toward  public  participa- 
tion we  believe  there  must  be  a  less  restrictive  policy.  Although  we  acknowledge  the 
need  for  some  confidentiality  between  the  Bank  ana  borrower  countries,  we  believe 
the  need  is  exaggerated  and  must  be  balanced  with  other  legitimate  interests  such 
as  the  need  and  concerns  of  populations  directly  affected  by  Bank  projects,  the  need 
to  address  the  World  Bank's  deteriorating  project  quality,  and  the  growing  demand 
for  information  and  accountability  by  taxpayers  in  donor  countries. 

Before  this  subcommittee  in  1990,  EDF  and  other  environmental  groups  laid  out 
a  series  of  concrete  recommendations  for  a  new  information  policy,  which  are  even 
more  relevant  today  in  light  of  the  findings  of  the  Independent  Review  and  the 
Wapenhans  Report.  The  recommendations  are  as  follows: 

1)  The  World  Bank  should  establish  a  policy  by  June  1994  that  will  specifically 
identify  a  number  of  precisely  defined  categories  of  information  that  will  be  treat- 
ed as  confidential  in  Bank  generated  documents.  Each  category  of  document 
which  is  designated  as  confidential  should  be  justified  by  compelling  policy  rea- 
sons such  as  national  security,  or  the  prevention  of  procurement  abuses. 

2)  All  information  not  specifically  listed  as  confidential  should  be  made  avail- 
able in  entirety  to  the  public  both  in  borrower  and  donor  countries.  Final  Bank 
generated  documents  which  should  be  made  available  include,  but  are  not  limited 
to,  Environmental  Issue  Papers,  Country  Economic  Memoranda,  Country  Pro- 
gramming Papers,  Project  Briefs,  Initial  Executive  Project  Summaries,  Staff  Ap- 
praisal Reports,  Mid-Term  Reviews,  Presidents  Reports  and  Recommendations, 
Project  Completion  Reports,  and  Project  Performance  Reports. 

3)  The  World  Bank  should  require  borrower  countries  to  release  country  gen- 
erated documents  that  are  required  by  the  Bank  during  project  planning  such  as 
environmental  impacts  assessments,  feasibility  studies,  and  base-line  data.  If  the 
borrower  country  indicates  it  will  not  release  the  documents  to  local  and  affected 
people  then  the  World  Bank  should  not  proceed  with  the  project. 

4)  The  World  Bank  should  assign  a  senior  staff  member  in  each  Country  De- 
partment and  country  resident  office  who  has  the  responsibility  for  responding  to 
public  requests  for  information  and  for  initiating  contact  with  the  public  and  con- 
cerned NGOs  about  specific  projects  and  programs. 

5)  Requests  for  information  should  be  responded  to  within  20  working  days  of 
their  receipt. 

On  October  8,  1992,  a  working  group  was  convened  inside  the  World  Bank  to  re- 
view the  Bank's  Directive  on  Disclosure  of  Information.  On  March  29,  1993,  the 
working  group  issued  their  report.  We  have  reviewed  the  report  and  find  it  to 
be  a  totally  inadequate  response  to  the  problem  of  access  to  information. 
The  report  concludes  that  Staff  Appraisal  Reports  and  some  country  economic  and 
sector  reports  should  be  made  available  to  the  public  after  they  are  completely  fin- 
ished and  have  been  approved  by  the  Board.  The  working  group  says  that  sector 
policy  papers  and  technical  papers  should  be  made  available,  but  this  represents  no 
real  change,  since  those  are  already  available,  and  have  little  impact  on  actual  oper- 
ations or  projects. 

Unbelievably,  in  lieu  of  releasing  more  project  documents  the  report  says 
that  in  order  to  provide  more  information  to  the  public  the  World  Bank 
should  issue  more  press  releases.  The  report  concludes  that  the  "decision  mak- 
ing process"  should  be  protected.  Yet  the  fact  that  there  is  no  transparency  in  the 
decision  making  process  and  much  project  work  is  conducted  in  secrecy  is  precisely 
a  key  contributing  factor  to  declining  project  quality  and  local  opposition  to  projects. 
The  report  concludes  that  there  should  be  "a  greater  disclosure  of  information  gen- 
erally" yet  does  not  precisely  identify  what  these  documents  are. 

The  report  notes  that  in  its  operational  directive  on  Environmental  Assessment 
(EA),  the  Bank  requires  prospective  borrowers  to  consult  with  affected  persons  and 
local  NGOs,  as  though  this  will  compensate  for  the  Bank's  restrictive  information 
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policy.  Yet  this  aspect  of  the  Bank's  EA  policy  has  yet  to  be  implemented  or  enforced 
in  the  Bank's  borrowing  countries  and  reports  we  have  received  from  local  groups 
in  IDA  recipient  countries  is  that  consultation  and  public  participation  is  the  excep- 
tion rather  then  the  rule. 

The  results  of  the  working  groups  recommendations  is  that  in  areas 
where  it  really  counts— during  the  design,  planning,  appraisal  and  imple- 
mentation stage,  there  will  still  be  little  information  and  as  a  result  little 
public  scrutiny  of  projects.  The  final  paragraph  in  the  report  is  the  most  reveal- 
ing about  the  Bank's  true  strategy  on  access  to  information  "The  working  group  is 
also  of  the  view  that  the  Bank  should  seriously  consider  ways  in  which  it  could  com- 
bat the  leakage  of  Bank  documents  *  *  *  which  is  affecting  the  integrity  of  the  de- 
liberative process  *  *  *  ". 

We  strongly  urge  this  Subcommittee  to  work  with  the  Secretary  of  the 
Treasury,  The  National  Security  Council  and  the  Secretary  of  State  to  pro- 
mote a  total  revision  of  the  Bank's  information  policy  which  goes  far  be- 
yond the  recommendations  issued  by  the  World  Bank's  working  group. 

Environmental  Impact  Assessment  Process 

In  October  1989,  the  World  Bank  established  an  Operational  Directive  on  environ- 
mental assessment  (OD  4.00),  which  was  revised  and  re-issued  in  September  1991 
(OD  4.01).  NGOs  pressured  the  Bank  to  address  the  lack  of  public  participation  and 
access  to  information  in  the  Bank's  revised  OD.  While  there  are  some  small  im- 
provements in  the  revised  OD,  involvement  of  local  people  and  their  access  to  infor- 
mation are  still  not  guaranteed  in  the  Bank's  project  cycle.  Moreover,  there  is  no 
mechanism  to  receive  input  from  local  communities  or  for  local  people  to  challenge 
a  project's  category  (i.e.  whether  there  should  be  an  environmental  assessment  or 
whether  the  assessment  should  be  partial  or  full).  Although  the  OD  expects  borrow- 
ers to  make  the  EA  available  to  the  public  this  has  not  occurred  on  a  regular  basis. 
Currently  there  is  no  assurance  that  local  communities  will  have  access  to  ELAs 
whether  in  A  category  (projects  requiring  a  full  EIA)  and  particularly  in  B  category 

§  rejects  (projects  requiring  a  partial  EIA).  An  EDF  review  of  158  environmental 
ata  sheets  revealed  that  only  8  data  sheets  mention  that  affected  communities, 
local  people  or  NGOs  have  been  involved. 

The  IDA  10  donors  agreement  acknowledges  that  there  needs  to  be  improvement 
of  the  quality  and  scope  of  environmental  assessments  and  analyses.  The  IDA  Depu- 
ties recommended  that  once  the  borrower  has  made  information  publicly  available 
in  the  borrowing  country,  the  same  information  should  then  be  made  publicly  avail- 
able at  Bank  headquarters.  The  Deputies  also  recommended  that  for  B  projects,  in- 
formation should  be  made  publicly  available  well  in  advance  of  the  project's  consid- 
eration by  the  Board.  NGOs  and  some  Executive  Directors  have  proposed  that  a 
reading  room  be  established  in  the  World  Bank,  where  the  public  could  have  access 
to  environmental  information.  It  now  seems  unlikely  that  B  category  information 
will  be  made  available.  EDF  recently  requested  information  on  33  B  projects,  yet 
the  World  Bank  response  is  that  we  may  not  expect  information  to  be  forthcoming, 
as  the  Bank  must  first  obtain  the  consent  of  the  borrower. 

Recent  NGO  evaluations  of  individual  environmental  assessments  under  the  new 
OD  revealed  that  frequently  local  people  and  experts  were  not  consulted,  environ- 
mental impacts  are  down  played,  and  alternatives  were  rarely  examined.  For  exam- 
ple, the  IDA  financed  $55  million  Malawi  Power  V  Project  threatens  two  unique 
ecosystems,  endangered  species  and  the  livelihood  of  local  people.  However,  no  con- 
sultation of  affected  communities  took  place,  as  admitted  in  the  project's  Environ- 
mental Impact  Assessment  (EIA,  Vol.  I,  Pg.  81  and  110).  Neither  were  any  studies 
initiated  to  investigate  energy  conservation  and  efficiency  as  an  alternative  to  addi- 
tional hydropower  generation.  Moreover,  there  are  significant  discrepancies  between 
the  Executive  Summary  of  the  project's  EIA,  which  is  made  available  to  the  public, 
and  the  two  volume  Environmental  Assessment.  The  full  EIA  identified  problems 
with  public  participation,  involuntary  resettlement  and  public  health  which  the 
Summary  down  played  or  covered  up.  A  reading  of  the  full  EIA  shows  that  the 
project  transgresses  the  World  Bank's  Operational  Directive  on  Environmental  As- 
sessment (requiring  consultation  with  affected  populations),  Policy  on  Involuntary 
Resettlement  (requiring  early  involvement  of  affected  households  and  fair  compensa- 
tion) and  Wildlands  Policy  (requiring  compensation  for  loss  of  wildlands). 

Additionally,  the  EIA  Executive  Summary  of  the  Java  Suralaya  Thermal  Power 
Project  in  Indonesia  (IBRD)  fails  to  mention  the  participation,  or  even  the  notifica- 
tion, of  affected  peoples.  Additionally,  it  fails  to  address  the  most  serious  impacts 
of  new  coal  fired  generating  plants — the  off-site  effects  of  increased  coal  mining,  acid 
rain  deposition,  water  pollution  and  ash  disposal.  These  same  deficiencies  are  re- 
flected in  the  EIA  Summary  of  the  Thailand  Third  Power  System  Development 
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Project:  Mae  Moh  Mine  and  Power  Development,  which  also  fails  to  identify  the  af- 
fected people  and  to  adequately  address  involuntary  resettlement.  Without  discuss- 
ing numbers,  the  summary  just  mentions  the  resettlement  of  "nearby  villages"  to 
"reasonably  distant  locations  . 

Other  NGO  evaluations  revealed  that  projects  which  should  have  been  listed 
under  "Category  A"  as  requiring  a  full  impact  assessment  were  listed  under  "Cat- 
egory B"  as  needing  only  a  partial  impact  assessment.  For  example,  although  the 
Laos  Forest  Conservation  and  Management  Project  will  have  a  direct  impact  on 
pristine  rainforests  and  millions  of  local  people,  including  the  traditional  upland 
dwellers  that  constitute  35%— 45%  of  the  nation's  population,  local  people  have  not 
been  consulted  on  or  informed  of  the  project  during  its  preparation.  This  project  has 
been  placed  in  the  "B"  environmental  category,  but  should  clearly  be  classified  as 
a  category  "A".  The  fact  that  it  is  a  "B"  category  has  resulted  in  restricted  NGO 
access  to  an  environmental  analysis  of  the  project.  Road  projects  which  will  un- 
doubtedly have  severe  environmental  and  social  impacts  on  tropical  rainforest  areas 
in  Indonesia  such  as  Kabupaten  Roads  Development  (D3RD)  and  East  Kabupaten 
Roads  (IBRD)  are  also  only  categorized  as  "B". 

Bangladesh  Flood  Action  Plan— A  Miscategorised  IDA  Project 

The  Flood  Action  Plan  was  conceived  after  foreign  aid  donors  reacted  to  heavy 
flooding  in  Bangladesh  in  1987  and  1988.  The  11  components  and  15  supporting 
studies  of  the  plan  seek  to  control  flooding  by  taming  three  highly  mobile  rivers 
through  the  construction  of  thousands  of  kilometers  of  continuous  embankments.  In 
coordinating  the  Flood  Action  Plan,  the  World  Bank  seeks  to  combine  four  different 
proposals,  several  ongoing  projects  and  assistance  from  14  donor  countries  into  Ban- 
gladesh's largest  ever  development  venture.  Two  pipeline  IDA  credits,  the  US  $115 
million  River  Bank  Protection  Project  (RBPP)  and  the  US  $48  million  Coastal  Em- 
bankment Rehabilitation  Project  (CERP),  will  be  voted  on  by  the  Bank's  Executive 
Board  in  October  and  December  1993. 

While  individual  components  of  the  plan  may  not  seem  so  detrimental,  when  con- 
sidered together,  the  Flood  Action  Plan  comes  across  as  complex  and  risky,  with  om- 
inous implications.  Local  NGOs  fear  that  the  projects  are  being  assessed  in  isola- 
tion, rather  than  comprehensively,  and  are  alarmed  that  the  two  DDA  projects  have 
been  categorized  as  B  projects,  as  they  will  not  be  subject  to  the  Bank  s  most  strin- 
gent environmental  analyses  and  consultation  procedures.  UBING,  a  Bangladeshi 
NGO,  notes  that  affected  people  and  NGOs  have  had  little  access  to  information 
about  the  projects,  and  have  not  been  properly  consulted.  A  villager  to  be  affected 
by  the  RBPP,  comparing  the  project  and  local  methods  for  controlling  floods,  has 
said,  "  *  *  *  the  town  can  only  be  protected  by  groyne  to  prevent  erosion,  not  em- 
bankment. We  have  learnt  bitterly  from  past  mistakes  that  embankment  accelerates 
erosion."  Indeed,  UBING  found  community  consensus  on  this  point  in  the  town  of 
Sirajganj. 

These  projects  will  drastically  alter  an  extensive  area  in  which  ecosystems,  cul- 
tures, livelihoods  and  agricultural  production  have  developed  in  association  with  an- 
nual floods.  Sirajganj  residents  fear  their  land  will  become  infertile  without  the 
floods,  and  will  increase  in  toxicity  as  they  become  dependent  on  chemical  fer- 
tilizers. They  maintain  that  currently,  land  subject  to  natural  flooding  is  more  fer- 
tile than  land  protected  by  embankments,  and  that  planned  irrigation  can  never 
meet  their  needs.  The  projects  will  have  particularly  adverse  effects  on  fisheries. 

The  Plan  will  also  cause  resettlement  on  a  massive  scale.  The  Bank  estimates 
that  RBPP  will  displace  about  2,000-2,500  people,  whereas  CERP  will  displace  up 
to  5,000  squatter  families  who  lack  legal  title.  However,  UBING  has  discovered  that 
displacement  has  been  highly  underestimated,  as  landless  persons  have  not  been 
counted,  in  part  due  the  Bangladeshi  Government's  resistance.  In  addition,  socio- 
economic displacement  has  not  been  taken  into  consideration.  NGOs  estimate  that 
in  all,  the  Flood  Action  Plan  will  displace  several  million  people.  While  some  of 
these  people  are  only  to  be  temporarily  displaced,  their  heightened  impact  on  the 
environment  and  other  resources  must  be  assessed  collectively.  Given  iDA's  experi- 
ence with  resettlement,  it  is  difficult  to  place  confidence  in  the  projects'  capacity  to 
resettle  and  reintroduce  such  large  numbers  of  people. 

It  is  clear  that  these  DDA  projects  must  be  recategorized  as  A  projects.  UBDMG 
has  also  requested  that  socioeconomic  surveys  and  resettlement  plans  are  translated 
and  made  available  to  the  community  to  judge  acceptability  and  feasibility  of  the 
projects.  Extensive  and  informed  consultations  must  be  entered  prior  to  approval, 
and  people's  rights  must  be  protected.  IDA  must  fulfill  its  obligations  to  these 
Bangladeshi  citizens,  who  are  among  some  of  the  world's  poorest  people. 
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VI.  IDA  PROJECTS  INVOLVING  FORCIBLE  RESETTLEMENT 

During  the  1980s,  approximately  95  World  Bank  supported  projects  caused  the 
forcible  displacement  of  over  2  million  indigenous  and  rural  poor  people.  Many  of 
these  projects  were  IDA  funded.  Although  the  Bank  issued  an  Operational  Manual 
Statement  (OMS)  on  involuntary  resettlement  in  1980,  and  in  1991  an  improved 
Operational  Directive,  its  policy  on  resettlement  is  rarely  implemented  or  enforced. 
The  main  objective  of  the  policy  is  that  "settlers  are  afforded  opportunities  to  be- 
come established  and  economically  self-sustaining  in  the  shortest  possible  period,  at 
living  standards  that  at  least  match  and  if  possible  improve  on  those  before  resettle- 
ment' (World  Bank  Technical  Paper  #80,  pg  19).  However,  the  Bank  has  only 
documented  two  cases  in  the  world  where  a  large  number  of  people  dis- 
placed by  its  projects  have  improved  or  even  regained  their  standard  of  liv- 
ing and  these  are  under  a  repressive  regime  in  China  (Shuikou  and  Shang- 
hai Metropolitain  Transport). 

In  fact,  numerous  Bank  and  IDA  funded  projects  have  resulted  in  hun- 
dreds of  thousands  of  poor  people  being  made  homeless  and  destitute,  par- 
ticularly in  India.  The  Independent  Review  (JR)  found  that  Sardar  Sarovar  was 
not  an  isolated  case  of  the  Bank's  failure  to  enforce  policies  in  India,  but  that  "prob- 
lems besetting  the  Sardar  Sarovar  projects  are  more  the  rule  than  the  exception  to 
resettlement  operations  supported  by  the  Bank"  (Page  53). 

The  IR  cited  a  poor  appraisal  process  and  a  failure  to  act  on  problems  as  serious 
weaknesses  in  projects  involving  forcible  resettlement  in  India.  The  ER  stated,  "An 
equally  generic  problem  is  that  even  when  the  Bank  has  been  aware  of  major  reset- 
tlement problems  in  its  India  projects,  it  has  failed  to  act  firmly  to  address  them. 
Violations  of  legal  covenants  are  flagged  and  then  forgotten;  conditions  are  imposed 
and  when  the  borrower  fails  to  meet  them,  the  conditions  are  relaxed  or  their  dead- 
lines postponed"  (Page  56). 

IDA  Dam  and  Irrigation  projects  in  India  such  as  the  Upper  Krishna  II  Project, 
Subernarekha  Multipurpose  Project,  Upper  Indravati  Hydro  Project,  Gujarat  Me- 
dium II  dams,  and  the  Madhya  Pradesh  Major  and  Medium  Irrigation  Projects  con- 
tinued for  years  despite  a  litany  of  loan  and  policy  violations,  totally  inadequate  or 
absent  resettlement  and  rehabilitation  planning,  and  inadequate  supervision.  Some 
have  recently  been  suspended,  however,  condition  have  not  improved.  DDA  financed 
Thermal  power  plants  in  India  have  also  had  devastating  impact  on  the  poor,  dis- 
placing over  200,000  poor  people. 

India 

Upper  Krishna  Program. — The  Upper  Krishna  Program  in  Karnataka  State,  con- 
sisting of  the  Narayanpur  and  Almatti  dams  with  conveyance  systems  on  each  bank, 
has  been  supported  by  the  two  IDA  credits  totalling  $286  million  (Karnataka  Irriga- 
tion (1978)  and  Upper  Krishna  (Phase  II)  Irrigation  (1989)).  The  World  Bank  be- 
came involved  despite  serious  problems  in  design,  planning,  institutional  staffing, 
significant  time  delays,  cost  overruns  and  serious  resettlement  and  rehabilitation 
problems.  After  15  years  of  World  Bank  involvement  the  problems  continue,  and  are 
endangering  the  livelihood  of  240,000  people  who  are  being  displaced.  The  number 
of  oustees  is  based  on  Bank  estimates,  hut  the  figures  could  be  higher  because  socio- 
logical studies  of  the  region  have  only  begun.  After  the  first  IDA  loan  was  fully  dis- 
bursed, about  100,000  Narayanpur  oustees  were  left  with  inadequate  compensation 
and  were  reduced  from  farmers  to  laborers  on  a  mass  scale.  According  to  World 
Bank  documents  these  people  have  experienced  a  50%  reduction  in  their  incomes. 
The  Upper  Krishna  II  loan  was  supposed  to  help  rehabilitate  these  people  but  many 
have  left  the  area  in  search  of  work.  To  date,  resettlement  provisions  have  also 
failed  to  account  for  the  economic  sustenance  of  140,000  Almatti  oustees. 

Subernarekha  Multipurpose  Project. — The  Subernarekha  Multipurpose  Project  in 
the  eastern  Indian  states  of  Bihar,  Orissa  and  West  Bengal  was  funded  by  an  IDA 
credit  of  $127  million  in  1982.  The  credit  was  approved  without  formal  environ- 
mental clearance  and  without  either  comprehensive  environmental  or  resettlement 
plans.  The  project  entails  the  construction  of  two  major  dams,  two  barrages,  and 
seven  main  canals  for  irrigation,  municipal  and  industrial  water  delivery  and  hydro- 
power  generation.  Bank  estimates  for  oustees  are  60,000  people,  but  local  NGOs  es- 
timate that  about  120,000  people  will  be  displaced.  Although  about  90%  of  the 
oustees  are  tribals,  the  Bank  has  failed  to  implement  and  enforce  its  indigenous 

Bjoples  policy.  In  August  of  1991,  when  water  behind  the  then  incomplete  Cnandil 
am  rose  to  177  meters,  people  in  52  villages  were  flooded,  losing  most  of  their 
houses  and  belongings.  Two  people  drowned,  many  suffered  sickness  and 
marginalisation  from  the  submergence  and  inadequate  relief  measures,  and  many 
lost  their  homes,  wells  and  annual  crops.  Affected  people  have  demonstrated  for 
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their  rights  since  1975  and  have  opposed  the  construction  of  Iccha,  the  second  dam. 
Oustees  have  been  detained  en  masse  for  long  periods  of  time,  have  sustained  beat- 
ings, illegal  detentions,  gunfire  and  bayonet  attacks.  In  1982,  the  leader  of  the  oppo- 
sition to  Iccha  was  killed  by  police  during  a  raid  on  his  village.  This  project  was 
recently  closed  by  the  World  Bank,  but  NGOs  fear  that  sector  money  will  now  be 
used  to  complete  the  project. 

Upper  Inaravati  Hydroelectric  Project,  IDA  credit  for  US  $170  million. — Approved 
in  1983  without  a  comprehensive  resettlement  plan  (accompanied  by  an  EBRD  loan 
for  US  $156.40  million),  this  project  in  Orissa  displaces  15,000  people  according  to 
World  Bank  estimates,  most  of  whom  are  tribal.  The  actual  figure  may  be  higher, 
as  no  reliable  count  of  the  oustees  has  been  undertaken.  A  resettlement  plan  was 
only  prepared  a  full  8  years  after  project  approval,  although  many  people  had  been 
displaced  without  resettlement,  and  India  was  legally  bound  to  provide  the  Bank 
with  this  plan  2  years  prior  to  displacement.  In  1988,  600  people  were  forced  to 
move  posthaste  as  an  Indravati  reservoir  filled,  due  to  poor  supervision  perform- 
ance. These  problems  led  to  a  cancellation  of  Upper  Indravati  disbursements.  How- 
ever, the  Bank  is  now  involved  in  the  project  again. 

Second  Andhra  Pradesh  Irrigation,  IDA  credit  for  US  $140  million. — This  1986 
IDA  credit  assisted  the  Srisailam  dam  project  and  other  sub-projects  on  the  Krishna 
River  in  Andhra  Pradesh,  displacing  a  total  330,000  people,  according  to  World 
Bank  estimates.  Many  were  displaced  in  1981,  prior  to  Bank  involvement,  yet  the 
Bank  has  not  significantly  improved  rehabilitation.  The  state  government  is  provid- 
ing resettlement  to  64,000  people,  and  cannot  trace  where  the  other  266,000  oustees 
have  gone.  Cash  compensation  was  insufficient  for  the  replacement  of  houses  and 
farmland,  so  only  13%  of  the  oustees  who  received  compensation  actually  purchased 
land,  half  of  which  went  solely  for  housing  plots.  Furthermore,  while  33%  of 
Srisailam  oustees  were  agricultural  laborers,  this  group  received  only  5-6%  of  the 
total  compensation.  Years  after  displacement,  some  of  the  oustees  found  in  64  squat- 
ter colonies  were  trained  in  "income  generation"  activities,  yet  they  have  no  means 
for  marketing  acquired  products  and  skills. 

Gujarat  Medium  II  Irrigation,  IDA  credit  for  US  $172  million. — This  was  ap- 
proved in  1984  without  project-specific  resettlement  plans,  although  resettlement 
failures  had  been  documented  from  a  preceding  project.  Oustees  received  house  com- 
pensation that  was  60%  less  than  the  cost  of  replacement,  and  many  had  to  pay 
off  debts  with  their  cash  compensation.  The  project  displaced  90,000  people,  and 
oustees  suffer  from  hunger  and  disease  due  to  their  ensuing  poverty.  A  1991  Bank 
supervision  report  states,  "Some  serious  problems  in  the  satisfactory  resettlement 
of  landed  oustees  are  due  to  land  shortage  in  the  receiving  areas,  poor  maintenance 
of  civic  amenities,  inadequate  database  Tor  monitoring  and  evaluation,  insufficient 
resettlement  staff  and  delays  in  payment  of  cash  compensation". 

Madhya  Pradesh  Medium  Irrigation,   IDA  credit  for   US  $140  million. — This 

S reject,  approved  in  1981,  was  completed  with  unsatisfactory  resettlement  and  reha- 
ilitation  due  to  poor  documentation  in  the  appraisal  report,  lack  of  commitment  on 
the  part  of  officials,  absence  of  a  clear  policy  and  means  for  implementing  resettle- 
ment and  rehabilitation,  and  failure  to  issue  rules  for  the  1985  state  Resettlement 
Act.  The  project  was  closed  recently. 

Madhya  Pradesh  Major  Irrigation,  IDA  credit  for  US  $220  million. — Approved  in 
1981,  this  credit  financed  three  large  dams  for  which  no  resettlement  plans  were 
appraised.  Adequate  plans  were  never  prepared  and  internal  Bank  reports  show 
that  oustees  were  significantly  worse  off  after  displacement.  Economic  rehabilitation 
of  remaining  oustees,  and  the  provision  of  infrastructure  and  compensation  were  not 
addressed  until  1991,  the  closing  year  of  this  EDA  credit,  although  people  had  al- 
ready been  dislocated  by  submergence. 

Singrauli  Thermal  Power  Project,  IDA  credit  for  US  $150  million;  Second 
Singrauli  Thermal  Power,  IDA  credit  for  US  $300  million;  Singrauli,  Dudhichua 
Coal  Mines  and  Rihand  Transmission  Lines,  assisted  by  additional  IDA  credits  of 
US  $400  million.— The  Singrauli  Thermal  Power  credits,  approved  in  1977  and  1980 
respectively,  command  a  total  of  $850  million  of  EDA  money  and  have  displaced 
23,000  people  by  Bank  estimates.  Even  afcer  10  years  of  IDA  disbursements,  no  re- 
settlement plan  had  been  prepared  for  the  oustees,  who  suffer  appalling  environ- 
mental, economic  and  health  conditions.  The  projects  transformed^  a  forested  area 
into  a  heavily  polluted  hovel,  with  perilous  conditions  for  subsistence  farmers.  Many 
of  the  displaced  tribals  and  peasants  bear  terrible  housing,  health  and  working  con- 
ditions as  the  project's  contract  laborers.  Inadequate  Bank  appraisal  and  super- 
vision prevented  improvements  in  project  management  from  occurring,  and  the 
Bank  only  addressed  these  problems  after  intense  international  agitation. 

Nepal,  Kulekhani  Hydroelectric,  IDA  credits  for  US  $26  million  and  $14.80  mil- 
lion.— After  displacement  assisted  by  these  EDA  credits,  approved  in  1975  and  1979 
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respectively,  Kulekhani  oustees  experienced  up  to  a  50%  reduction  in  their  incomes 
as  a  result  of  receiving  only  cash  compensation. 

China,  Daguangba  Multipurpose  Project,  IDA  credit  for  US  $37  million. — For  the 
provision  of  power,  irrigation  and  an  improved  water  supply  to  southwest  Hainan 
Island,  this  1991  project  will  displace  21,400  people  by  Bank  estimates. 

China,  Xiolangdi  Dam  Project,  potential  IDA  I  IBRD  loan  for  US  $460  million.— 
This  project  on  China's  Yellow  River  will  be  surveyed  by  a  World  Bank  appraisal 
mission  in  April  1993.  The  project  intends  to  safeguard  against  flooding,  deliver 
water  for  municipal  and  industrial  uses,  irrigate  and  generate  electric  power.  The 
Bank  estimates  that  190,000  people  will  be  displaced. 

Benin  I  Togo,  Adjarala  Hydroelectric,  proposed  IDA  credit  for  US  $30  million. — 
This  project  on  the  Mono  River,  with  a  total  cost  of  US  $237  million,  is  currently 
under  preparation.  It  includes  a  dam,  electrical  equipment  turbines,  related  trans- 
mission lines  and  a  resettlement  component.  It  is  estimated  that  10,000  people  will 
be  displaced. 

We  submit  that  it  is  unacceptable  that  an  institution  that  justifies  its  ac- 
tivities in  developing  countries  as  benefiting  the  poor  actually  contributes 
to  the  further  marginalization  and  homelessness  of  poor  people. 

VII.  IDA  FORESTRY  LENDING — CONTRmUTING  TO  DEFORESTATION 

The  World  Bank's  involvement  in,  and  promotion  of,  the  disastrous  Tropical  For- 
estry Action  Plan  (TFAP)  is  well  documented.  In  1990,  the  World  Rainforest  Move- 
ment, on  the  basis  of  nine  case  studies  of  national  forestry  plans  drawn  up  under 
TFAP,  concluded  that  the  Action  Plan  would  actually  accelerate  deforestation.  IDA 
has  supported  many  unsuccessful  forestry  projects  under  the  TFAP  umbrella.  De- 
spite this,  during  the  IDA  9  negotiations,  donors  committed  to  increasing  funding 
for  TFAP  which  was  opposed  by  EDF  and  other  NGOs.  Since  that  time  many  donors 
have  recognized  the  need  for  reform  of  TFAP,  although  very  little  has  actually  hap- 
pened to  reform  it. 

Other  examples  of  IDA-fi  nanced  forestry  projects  which  failed  to  meet  their  objec- 
tives include  social  forestry  projects  in  India  (US  $27  million  Karnataka  Social  For- 
estry, US  $165  million  National  Social  Forestry  and  US  $37  million  Gujarat  Com- 
munity Forestry)  which  were  intended  to  benefit  rural  poor  people  and  help  them 
become  self-sufficient  in  meeting  their  fuelwood,  fodder,  and  housing  needs.  These 

§  rejects  failed  to  involve  or  consult  local  people  and  catered  to  pulp  and  paper  in- 
ustries  through  the  promotion  of  fast  growing  commercial  species  such  as  euca- 
lyptus. These  non-indigenous  species  are  often  grown  on  land  already  used  by  rural 
(>oor  people  for  their  biomass   needs,  thus  reducing  local   access  to   fodder  and 
uelwood. 

A  1989  $8  million  Forestry  and  Fisheries  Management  IDA  Project  in  Guinea, 
which  was  supposed  to  protect  the  country's  remaining  primary  forests,  contained 
components  to  support  the  construction  of  45  miles  of  roads  around  two  reserves  of 
150,000  hectares  of  rainforest  area.  Forest  management  plans  under  preparation 
could  eventually  result  in  up  to  106,000  hectares  of  this  area  being  opened  up  to 
logging.  In  1991.  the  World  Bank  issued  a  forest  policy  paper  which,  inter  alia,  stat- 
ed that  the  Bank  would  not  directly  fund  commercial  logging  operations  in  primary 
tropical  moist  forests.  However,  the  forest  policy  falls  short  of  stating  that  the  Bank 
will  not  indirectly  support  commercial  timber  extraction  in  tropical  forests.  This 
has  been  a  key  NGO  concern  in  forestry  sector  projects  such  as  the  Cote  d'lvoire 
and  Gabon  Forestry  Sector  Loans. 

Similarly,  a  US  $8.77  million  IDA  Forest  Management  and  Conservation  Project 
for  Laos  People's  Democratic  Republic  will  come  before  the  Board  this  spring.  Al- 
though this  project  will  finance  the  development  of  national  legislation  which  estab- 
lishes rights  that  are  considerably  more  restrictive  than  the  de  facto  rights  cus- 
tomarily exercised  by  50%  of  Laotian  citizens,  the  public  and  NGOs  have  Deen  ex- 
cluded from  the  design  process.  As  it  now  designed,  logging  is  a  main  focus  of  the 
project  because  components  of  the  project  dealing  with  zoning,  cutting  requirements, 
transport  and  sales  will  regularize  and  support  the  industry. 

The  Bank's  policy  also  fails  to  ensure  the  recognition  of,  and  respect  for,  cus- 
tomary land  rights,  or  prevent  the  forcible  resettlement  of  indigenous  people  from 
rainforests.  Nor  does  the  policy  prohibit  large-scale  infrastructure  projects  in  pris- 
tine forest  areas.  As  a  result  of  these  shortcomings,  DDA  will  continue  to  contribute 
to  the  destruction  of  tropical  forests  and  threaten  the  lives  and  cultures  of  people 
living  in  and  near  rainforests. 

Bank  lending  since  the  Forest  Policy  was  issued  indicates  little  change  in  the 
Bank's  overall  performance  in  the  forestry  sector.  This  has  direct  implications  for 
future  IDA  forestry  lending,  including  forestry  sector  loans  for  Cameroon,  the  Congo 
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and  Zaire.  For  example,  in  1992  a  US  $22.5  million  (IBRD)  Forestry  Sector  Loan 
for  Gabon  was  approved  which,  as  currently  designed,  lays  the  groundwork  for  in- 
creased logging.  An  environmental  assessment  of  the  project  failed  to  assess  the  ex- 
tent to  which  indigenous  populations  would  be  affected  by  the  project  or  its  con- 
sequences for  biological  diversity.  Project  documents  indicate  that  the  Bank  is  pur- 
suing the  same  economic  strategies  which  have  led  to  environmental  destruction  in 
the  past. 

vni.  IDA  AND  ENERGY  LENDING — BUSINESS  AS  USUAL 

World  Bank  energy  lending  has  concentrated  on  large-scale  energy  projects  to  in- 
crease the  energy  supply,  with  little  emphasis  on  energy  conservation  or  efficiency. 
The  International  Institute  for  Energy  Conservation  has  documented  that  just  1% 
of  World  Bank  energy  lending  has  gone  for  end-use  efficiency  since  1980.  Many  of 
the  Bank's  energy  projects  such  as  the  US  $850  million  IDA  Singrauli  Thermal 
Power  Plants  in  India  have  adversely  affected  tribal  people  and  caused  environ- 
mental degradation  and  pollution. 

While  donor  governments  recognized  the  need  to  increase  lending  for  energy  effi- 
ciency and  conservation  in  the  IDA  9  agreement,  little  has  changed  in  the  bank's 
energy  portfolio  since  1990.  The  World  Bank's  own  review  of  energy  lending  entitled 
"FY  91  Annual  Sector  Review:  .Energy"  estimated  that  lending  for  hydroelectric 
projects,  gas,  coal,  oil,  transmission,  refining  and  energy  sector  loans  will  account 
for  $1.5  billion  for  Fiscal  Year  (FY)  92-95.  The  paper  also  states  that  energy  con- 
servation lending  will  account  for  only  1%  of  energy  lending  in  FY  92-95. 

The  World  Bank  has  issued  two  energy  policy  papers  on  the  Bank's  role  in  the 
electric  power  sector  and  in  energy  efficiency  and  conservation  in  the  developing 
world.  However,  there  are  no  specific  targets  or  operational  commitments  in  the  pol- 
icy papers  to  increase  Bank  support  for  or  promote  integrated  resource  planning. 
This  type  of  planning  assesses  investments  in  end-use  efficiency  and  non-conven- 
tional renewable  energy  options.  Although  the  policy  papers  express  support  for  en- 
ergy efficiency  programs,  they  lack  a  specific  commitment  for  increased  Bank  lend- 
ing for  energy  efficiency  programs  or  to  increase  staff  levels  with  experts  on  energy 
efficiency  and  conservation.  Without  these  concrete  commitments,  the  prospects  of 
any  real  change  in  the  Bank  energy  portfolio  are  increasingly  dim. 

DC.  THE  NEED  FOR  AN  INDEPENDENT  APPEALS  COMMISSION 

Based  on  the  findings  and  recommendations  of  the  Independent  Review  of  Sardar 
Sarovar  and  the  Wapenhans  Report,  and  the  poor  environmental  and  social  record 
of  IDA  and  the  World  Bank,  we  submit  there  is  an  urgent  need  to  address  the  lack 
of  public  accountability  of  the  World  Bank.  We  strongly  urge  this  Subcommittee  to 
instruct  the  Department  of  Treasury  to  promote  the  establishment  of  an  Independ- 
ent Appeals  Commission  to  review  and  render  judgment  on  specific  complaints  re- 
lated to  World  Bank  performance.  Attached  in  appendix  6  is  a  proposal  for  such  a 
commission  by  EDF  and  Center  for  International  Environmental  Law. 

The  Commission  would  be  established  by  the  Board  of  Executive  Directors  and 
would  operate  independently  from  World  Bank  operations,  although  it  would  have 
access  to  World  Bank  information  on  projects,  policies  and  programs.  The  Commis- 
sion would  receive  complaints  and  petitions  from  NGOs  and  individuals  affected  by 
World  Bank  projects  and  programs  regarding  violations  of  World  Bank  policies, 
guidelines,  and  loan  and  credit  agreements.  The  Commission  would  also  receive  and 
investigate  complaints  regarding  human  rights  violations  associated  with  World 
Bank  funded  projects.  All  findings  and  judgments  of  the  Commission  would  be  pub- 
lished independently  of  the  World  Bank  and  made  available  to  the  public.  All  judg- 
ments of  the  Commission  would  be  binding  unless  reversed  by  two  thirds  of  the 
Board  of  Executive  Directors. 

In  response  to  the  proposal  for  an  Independent  Appeals  Commission,  there  has 
been  the  suggestion  by  World  Bank  and  Treasury  Officials  to  expand  the  mandate 
of  the  Operations  Evaluation  Department  (OED)  in  the  World  Bank.  We  are  op- 
posed to  this  suggestion  for  several  reasons. 

Currently  the  OED  conducts  independent  assessments  of  Bank  projects  once  Bank 
disbursements  for  the  project  have  been  completed.  The  goal  of  the  OED  is  to  "ac- 
count for  the  outcome  of  Bank  supported  projects  and  programs  and  to  use  lessons 
from  that  experience  to  improve  the  design  and  conduct  of  future  operations".  The 
OED  reviews  project  completion  reports  written  by  operations  staff,  and  then  issues 
its  own  evaluation  called  Project  Performance  Audit  Reports  (PPARs),  which  are 
often  quite  critical  of  Bank  projects. 

We  submit  the  OED  currently  has  problems  meeting  its  own  objectives  and  should 
not  be  assigned  new  tasks  until  it  can  improve  its  own  work.  A  critical  issue  is  that 
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OED  evaluations  have  not  been  operationalized,  so  mistakes  are  not  avoided  in  cur- 
rent projects.  In  fact,  OED  evaluations  have  had  very  little  impact  on  World  Bank 
operations. 

Additionally,  when  OED  first  began  its  work  in  the  early  1970*8  it  conducted  re- 
views of  all  Bank  projects.  Now  it  only  conducts  reviews  of  40%  of  Bank  projects. 
In  our  view,  the  OED  should  be  conducting  reviews  of  all  Bank  projects  before  its 
mandate  is  expanded.  It  is  clear  the  OED  should  be  able  to  meet  its  own  objectives 
and  have  an  impact  on  Bank  operations  before  it  is  assigned  new  tasks. 

Additionally,  project  completion  reports  submitted  to  OED  are  finished  before  it 
can  be  determined  whether  the  project  has  long  term  sustainability  in  the  oper- 
ational phase.  Project  completion  reports  also  give  little  attention  to  actual  on  the 
ground  results  of  Bank  financed  projects.  The  Wapenhans  report  concludes  that  this 
impairs  the  Banks  ability  to  learn  what  works  and  what  does  not.  The  use  and  tim- 
ing of  project  completion  reports  submitted  to  OED  must  be  reformed. 

One  of  the  key  features  of  an  independent  appeals  commission  would  be  its  inter- 
action with  the  public  and  public  availability  of  its  decisions.  OED  documents  are 
currently  not  available  to  the  public  nor  does  the  OED  have  much  interaction  with 
project  affected  people.  It  is  unlikely  that  an  office  that  traditionally  has  operated 
in  secrecy  would  reorganize  to  the  extent  needed  to  fulfill  the  functions  of  an  inde- 
pendent appeals  commission. 

X.  CONCLUSION  AND  SUMMARY  OF  RECOMMENDATIONS 

We  strongly  support  foreign  aid,  especially  to  debt  ridden  African  Coun- 
tries and  other  low  income  countries.  We  also  support  bilateral  and  other 
multilateral  funding  mechanisms  which  do  not  contribute  to  further  in- 
debtedness, social  inequity  and  environmental  destruction. 

However,  based  on  the  overwhelming  evidence  of  the  negative  social  and  environ- 
mental impacts  of  FDA  lending,  deteriorating  project  quality,  poor  appraisal  prac- 
tices, lack  of  accountability,  the  failure  to  implement  and  enforce  World  Bank  poli- 
cies and  loan  agreements,  currently  IDA  is  not  an  appropriate  funding  mechanism 
to  help  borrowing  countries  achieve  poverty  reduction,  environmental  protection  and 
economic  growth. 

We  believe  it  would  be  counter-productive  and  a  misuse  of  US  taxpayers  money 
to  authorize  the  full  $3.7  billion  to  DDA  for  all  3  years.  Stringent  conditions  and  re- 
forms must  be  met  before  the  money  is  committed.  We  are  not  suggesting  reductions 
in  the  amount  of  funds  which  go  to  Africa  or  other  low  income  countries.  However, 
we  are  suggesting  that  in  order  to  truly  benefit  the  poor  and  contribute  effectively 
to  health,  human  and  environmental  services  and  infrastructure  in  the  most  vulner- 
able nations,  if  reform  conditions  are  not  met,  then  the  US  Congress  should  redirect 
IDA  funds  in  the  second  and  third  years  of  the  IDA  replenishment  for  debt  relief 
and  to  funding  mechanisms  which  are  more  accountable  and  effective  in  reaching 
the  poor  and  in  protecting  the  environment. 

During  the  last  10  years,  Congress  has  tried  through  legislation  and  other  impor- 
tant efforts  to  get  the  Bank's  attention  and  to  actually  change  the  Bank's  activities 
where  it  counts — on  the  ground  in  developing  countries.  Now,  we  believe  that  new 
and  stronger  measures  are  required.  In  our  view,  Congress  should  take  the  follow- 
ing actions  in  connection  with  the  pending  DDA-10  replenishment: 

1.  Congress  work  with  the  Secretary  of  Treasury  to  promote  the  follow- 
ing reforms  (to  be  met  by  June  1994)  through  legislation: 

a.  Creation  and  implementation  of  a  new  public  information  policy 
which  gives  greater  transparency  to  the  World  Bank's  decision  malring 
process  and  greater  access  to  project  related  documents.  The  new  pol- 
icy should  precisely  define  categories  of  information  which  will  be  con- 
sidered confidential.  Information  listed  as  confidential  should  be  justi- 
fied by  compelling  policy  reasons.  All  other  information  should  be 
made  available  in  its  entirety  to  the  public; 

b.  Creation  of  an  independent  appeals  commission  which  would  have 
jurisdiction  to  investigate  complaints  from  individuals  and  NGOs  in  de- 
veloping countries  regarding  violations  of  Bank  policies  and  loan 
agreements  and  violations  of  international  human  rights  law  associated 
with  World  Bank  projects.  The  appeals  commission  would  have  access  to 
Bank  information  and  all  judgments  of  the  commission  would  be  made  available 
to  the  public; 

As  a  first  step  in  creating  such  a  commission,  the  World  Bank  should  estab- 
lish an  ombudsman  office  by  December  1993  to  fulfill  the  above  functions  until 
a  full  commission  is  established; 
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c.  Requiring  environmental  and  social  impact  assessments,  including 
poverty  impact  assessments,  of  all  structural  adjustment  and  sector 
loans; 

d.  Creation  of  an  independent  panel  to  make  recommendations  that 
address  the  deficiencies  identified  in  the  Wapenhans  Report,  including 
written  career  incentives  to  reward  World  Bank  employees  for  environmental 
and  social  quality  in  projects;  and 

e.  Meeting  Benchmarks  for  enhanced  focus  onpoverty  reduction: 

— substantial  increase  in  the  percentage  of  IDA  loans  that  have  tar- 
geted poverty  interventions; 

— requiring  the  participation  of  poor  beneficiaries  in  the  design  stage 
of  IDA  loans,  which  must  be  reflected  in  the  appraisal  report  prior  to  Board 
approval; 

— as  part  of  a  review  and  overhaul  of  conventional  structural  ad- 
justment programs,  every  structural  adjustment  loan  should  include 
a  package  of  pro-poor  conditions  such  as  expenditures  for  health  and 
education  ana  safety  nets  for  the  poor. 
All  of  these  reforms  are  fully  within  the  control  and  discretion  of  the  World 
Bank.  If  they  are  met  by  June  1994,  then  they  would  help  to  increase  the  public 
accountability  of  IDA  and  the  World  Bank.  If  they  are  not  met,  however,  Congress 
should  be  prepared  to  redirect  significant  resources  that  would  have  gone  into 
IDA  into  other  viable  alternatives. 

2.  Strategy  For  Promoting  Reforms:  We  propose  a  number  of  steps  for  Con- 
gress to  achieve  the  above  conditions: 

a.  IDA  10  Authorization  should  occur  yearly  instead  of  for  a  3  year 
period; 

b.  Authorization  and  Appropriations  Subcommittees  collaborate  to 
condition  the  2nd  and  3rd  year  appropriations  to  DDA  on  the  above  re- 
forms to  be  met  by  June  1994; 

c.  If  after  the  first  year,  this  Subcommittee  and  other  relevant  Sub- 
committees are  not  satisfied  that  the  above  conditions  have  been  met, 
based  on  certification  from  the  Secretaries  of  Treasury  and  State;  then 
Congress  should  reprogram  a  significant  portion  of  IDA  funds  in  years 
two  and  three  as  direct  bilateral  grants  to  IDA  recipient  countries  for 
debt  relief,  and  to  other  multilateral  and  bilateral  channels; 

d.  Work  with  the  Secretaries  of  Treasury  and  State  to  launch  a  con- 
certed effort  with  the  G7  and  the  OECD  countries  for  support  of  the 
conditions  and  approach  outlined  above; 

e.  Request  the  Secretary  of  Treasury  and  the  Office  of  Technology  As- 
sessment to  conduct  a  comprehensive  study  of  bilateral  and  United  Na- 
tions funding  alternatives  to  DDA 

f.  Instruct  OTA  to  conduct  a  comprehensive  study  of  existing  debt  re- 
lief proposals  and  to  detail  concrete  measures  which  the  US  can  take 
to  assist  developing  countries  in  debt  relief  and  request  a  report  on 
them  before  the  second  tranche  of  DDA  funding  is  authorized. 

[The  Appendices  and  other  information  referred  to  may  be  found  in  committee 

files.] 

Senator  Sarbanes.  I  thank  all  of  you  for  very  comprehensive 
statements.  They  are  very  helpful,  and  we  appreciate  the  work  that 
has  gone  into  them. 

Let  me  ask  first,  are  each  of  you  in  communication  or  consulta- 
tion with  the  State  Department  and  AID  as  they  are  engaged  in 
this  process  of  reexamining  the  foreign  assistance  legislation  and 
formulating  a  proposal  to  submit  to  the  Congress? 

Ms.  Udall.  Yes.  We  have  been  working  with  a  group  of  other  en- 
vironmentalists, particularly  in  the  context  of  the  upcoming  G-7. 
We  have  been  working  with  State  Department,  Treasury,  and  Na- 
tional Security  Council  to  try  to  get  World  Bank  reform  on  the 
agenda  of  the  G-7  meeting.  So  other  agencies  are  aware  of  our  ac- 
tivities. 

Mr.  Hellinger.  We  have  been  working  as  advisers  to  the  Whar- 
ton task  force,  and  we  have  also  made  input  into  the  interagency 
working  group  that  the  NSC  is  chairing. 
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Mr.  Petty.  I  do  not  believe  the  enterprise  funds  are,  although  we 
have  met  separately  with  Ambassador  Talbot  about  the  plans  in 
Russia. 

Senator  Sarbanes.  Ms.  Udall,  do  you  and  Mr.  Hellinger  have 
any  view  about  the  enterprise  funds? 

Mr.  Hellinger.  I  do  not  know  enough  about  them  at  this  par- 
ticular point.  I  have  not  examined  them,  so  I  hesitate  to  give  an 
opinion. 

Ms.  Udall.  I  have  no  comment  at  this  point. 

Senator  Sarbanes.  OK.  The  small  size  of  these  projects  would 
correspond  with  some  of  your  approach,  would  it  not?  It  may  not 
get  the  kind  of  on-the-ground  participation  that  you  are  talking 
about,  but  it  would  deal  with  smaller  unit  encouragement. 

Mr.  Petty.  Most  of  our  transactions  have  fewer  than  30  employ- 
ees, certainly  fewer  than  40  employees.  In  Czechoslovakia  in  1991, 
there  was  little  private  business.  When  the  revolution  came,  no  one 
anticipated  it,  there  was  not  the  planning  that  took  place  in  Hun- 
gary or  Poland,  and  so  there  is  not  an  analog  there. 

There  were  a  lot  of  sole  proprietorships  is  what  I  am  saying  we 
financed.  Now,  we  are  financing  the  second  stage  of  such  busi- 
nesses as  they  increase  the  employment  from  the  10  to  20  area. 

Our  microlending  program  will  start  at  about  $25,000  and  done 
in  conjunction  with  local  banks.  Our  technical  assistance  training 
programs  are  directed  toward  prospective  entrepreneurs. 

Mr.  Hellinger.  Chairman,  may  I  say  that  when  I  was  talking 
about  these  adjustment  programs  in  the  south,  and,  of  course,  the 
situation  is  different  somewhat  in  Eastern  Europe  coming  out  of  a 
different  background,  but  the  problem  with  these  programs,  adjust- 
ment programs,  is  that  what  they  do  is  penalize  the  small  busi- 
nesses and  the  small  farmer. 

We  can  throw  money — I  mean,  constructively,  we  could  use 
money  for  creating  opportunities  for  small  businesses,  but  if  the 
policies  themselves  are  not  allowing  credit  to  get  to  them,  if  we 
have  cheap  imports  undercutting  small  farm  production,  if  the  in- 
centives are  going  to  export  production  which  small  producers  can- 
not get  into,  you  are  going  to  have  a  decreasing  capability  of  small- 
er enterprises  and  farms,  no  matter  how  much  money  you  put  in 
these  programs. 

What  we  are  saying  is  that  it  is  time  that  a  major  reevaluation 
took  place. 

Senator  Sarbanes.  I  am  quite  late  now  for  an  obligation,  so  I 
thank  all  of  you  for  your  testimony,  and  I  am  going  to  turn  the 
hearing  over  to  Senator  Kassebaum  for  as  long  as  she  wishes  to  go 
forward. 

Thank  you  all  very  much,  and  I  assume  we  will  probably  be  back 
to  you  once  we  have  the  administration's  official  recommendation. 
If  not  in  an  official  hearing,  in  order  at  least  to  get  the  benefit  of 
people's  comments  and  observations  about  it.  That  would  be  very 
helpful  to  us. 

Senator  Kassebaum  [presiding].  Thank  you.  I  will  just  be  brief. 
All  three,  of  course,  have  given  us  food  for  thought  and  at  an  im- 
portant time. 

I  am  a  strong  believer  and  have  been  for  some  time  that  I  would 
like  to  see  us  be  able  to  reshape  our  full  foreign  aid  delivery  system 
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in  ways  that  I  thought  could  be  a  little  more  effective,  and  particu- 
larly as  far  as  the  coordination  of  the  different  components  in- 
volved. 

Mr.  Petty,  I  would  like  to  ask  you  as  former  head  of  the  Inter- 
American  Development  Bank,  what  is  your  view  of  how  the  Enter- 
prise for  the  Americas  initiative  has  worked,  and  its  efforts  to  co- 
ordinate the  various  elements  of  the  economic  development  poli- 
cies? 

Mr.  Petty.  Just  a  correction.  My  responsibility  at  the  Inter- 
American  Development  Bank  for  a  year  was  to  chair  a  high-level 
commission  to  review  the  bank's  strategies  for  the  1990's,  but  I  did 
not  have  an  operating  responsibility  at  the  bank  itself. 

I  have  been  disappointed,  I  guess,  is  the  real  answer,  as  to  the 
speed  and  degree  of  followup  that  has  occurred  to  the  initiative. 
The  high  point,  of  course,  is  in  trade  policy,  and  that  has  been  very 
significant.  There  have  been  significant  bilateral  negotiations,  par- 
ticularly with  Chile,  as  to  whether  or  not  there  should  be  bilateral 
trade  arrangements  with  the  United  States  independent  of  the 
NAFTA  agreement. 

Of  course,  the  access  clause  of  the  NAFTA  agreement  is  a  critical 
one:  Can  they  expand  the  membership  in  due  course,  and  what 
does  that  mean  toward  multilateral  trade  policy  with  the  rest  of 
the  world? 

I  thought  the  Inter-American  Development  Bank  had  a  key  role 
assigned  to  it,  but  it  really  depends  an  awful  lot  as  to  whether  or 
not  you  permit  them  to  pull  on  a  string  or  push  on  a  string,  and 
it  is  not  my  impression  that  they  have  received  sufficient  followup 
and  encouragement  to  take  the  leading  role  that  was  suggested. 

Senator  Kassebaum.  So  is  basically,  again,  perhaps  the  follow- 
through  and  making  it  work. 

Mr.  Petty.  That  is  really  my  whole  lesson  in  this.  When  I  spent 
time  in  government  before  I  went  back  to  the  private  sector,  you 
would  sit  around  on  large  meetings  and  have  lots  of  people  define 
U.S.  national  interest,  and  that  is  no  small  task,  and  then  everyone 
sort  of  said,  well,  we  sort  of  did  that,  and  then  leave  the  room,  and 
then  there  is  the  poor  GS-18  to  worry  about  the  followthrough. 

Senator  Kassebaum.  And  think  how  much  worse  it  has  gotten 
since  then. 

Mr.  Petty.  That  is  the  biggest  contrast  I  can  think  of  with  the 
private  sector,  where  defining  the  national  interest  is  not  difficult. 
All  the  discussion  that  goes  about  is  will  the  policy  work,  and  what 
do  we  do  to  make  it  work,  and  that  of  course  I  think  is  what  distin- 
guishes the  enterprise  fund,  because  that  has  the  follow-through 
mechanism,  plus  the  decisions  at  the  same  time. 

Senator  Kassebaum.  I  wanted  to  ask,  as  far  as  your  analysis  of 
the  Czech  and  Slovak  Enterprise  Fund,  can  that  be  a  useful  guide- 
line for  the  Russian  aid? 

Mr.  Petty.  In  most  respects,  it  can.  I  will  be  meeting  with  people 
on  this  next  week.  Russia  itself  is  very  vast.  The  problems  of  com- 
municating with  the  private  sector  initiatives  are  not  dissimilar 
from  Czechoslovakia  in  1991,  but  yes,  I  would  very  much  rec- 
ommend that,  primarily  because  it  has  an  independent  decision 
mechanism  in  its  board  and  a  risk  propensity,  by  the  statute, 
greater  than  what  is  otherwise  offered. 
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Specifically,  we  are  expected  to  take  risks  one  step  ahead  of  what 
the  private  market  would  but  not  three  steps.  For  example,  the 
civil  code  was  rewritten  in  Czechoslovakia.  We  had  the  choice  of 
sitting  on  our  hands  for  a  year  while  its  application  was  perfected 
or  moving  ahead  promptly  with  documentation  that  we  could  get 
by  on,  but  was  not  perfect,  while  working  to  get  it  improved  a  year 
or  two  later. 

Our  statutory  mandate  permitted  us  to  chose  the  latter  course. 

Senator  Kassebaum.  Thank  you  very  much. 

Mr.  Hellinger,  I  would  like  to  ask  you,  because  there  is  much 
that  I  found  of  real  interest  and  have  agreed  in  the  past  that  per- 
haps as  we  press  so  hard  for  the  end  of  subsidies,  for  instance,  in 
some  of  the  African  countries  we  have  only  helped  to  precipitate  a 
coup,  and  as  a  result  we  have  not  been  able  to  have  a  sustainable 
sort  of  effort,  but  maybe  I  am  misreading — well  you  do  say  we  need 
a  two-track  effort. 

Mr.  Hellinger.  No,  I  am  saying  we  should  avoid  a  two-track  ef- 
fort. 

Senator  Kassebaum.  Oh,  avoid  a  two-track  effort,  I  guess  you 
said.  Oh,  OK,  we  must  move  away  from  the  two-track  effort,  but 
if  indeed  we  do  that,  what  do  you  put  in  its  place  as  though  some 
pressure  there  for  economic  reform,  because  clearly  that  has  to  be 
something  I  think  you  are  continually  speaking  to. 

Mr.  Hellinger.  I  think  the  people  of  most  countries  of  the  south 
want  economic  reform.  They  do  not  like  a  lot  of  the  regulations. 
They  do  not  like  a  lot  of  the  inequities  taking  place,  they  want  op- 
portunity, but  we  should  not  take  our  lead  from  people  working  in 
northern  universities  or  in  Washington.  We  need  to  talk  to  the  peo- 
ple about  what  is  needed. 

I  mean,  I  think  clearly  you  are  going  to  get  a  different  set  of  ini- 
tiatives coming  out  of  local  groups,  whether  they  be  farm  groups 
or  enterprise  groups  on  the  ground  who  have  to  work  in  the  cur- 
rent situation. 

Might  I  say,  certainly  we  have  a  right  to  insist  that  a  country 
is  managed  well,  that  there  are  certain  objectives  that  are 
achieved,  that  the  external  accounts  are  put  into  balance,  that  your 
budget  is  put  into  balance  to  a  certain  extent,  that  inflation  is 
fought  and  so  on.  I  think  these  are  criteria  for  good  economic  man- 
agement, but  how  a  country  gets  to  that  point  cannot  be  prescribed 
from  outside. 

Senator  Kassebaum.  I  think  just  from  my  experience  with  Africa, 
and  I  think  in  many  of  the  south,  so  to  speak,  you  are  dealing  with 
countries  where  there  is  not  strong  institutional  structure. 

There  is  not  a  strong  financial  structure,  and  there  is  really  little 
concept  of  an  independent  banking  system  and  independent  judici- 
ary system  so  that  you  have  got  something  to  sustain  and  weather 
the  chaos  when  it  happens,  and  I  think  that  is  different,  perhaps, 
from  what  even  you  have  to  build  on  in  Eastern  Europe,  where  you 
had  the  basis  of  enterprise  and  certainly  strong  memories,  institu- 
tional memories  of  very  much  a  private  enterprise  system,  would 
you  not  say,  Mr.  Petty? 

Mr.  Petty.  Yes,  but  institutional  memories  sometimes  work 
funny  ways.  I  had  a  live  example  last  month  of  a  manufacturer 
who  was  not  meeting  his  sales  goals,  and  who  said  to  us,  "what  I 
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have  to  do  is  put  on  an  night  shift  to  double  our  production."  We 
said,  "hey^you  are  not  selling  your  product  now,  you  lack  customer 
demand.  That  is  what  you  did  with  the  old  system  when  you  fo- 
cused on  units  of  production." 

High  literacy,  some  bad  habits  still  to  be  retread,  so  to  speak,  but 
a  very  willing  work  force  capable  of  on- time  production  of  high- 
quality  products. 

Mr.  Hellinger.  Can  I  just  add  one  thing?  We  worked  about  10 
years  ago  on  an  AID  project  in  Kenya,  and  the  implementing  agen- 
cy in  part,  the  executing  agency  was  the  Commercial  Bank  of 
Kenya,  which  was  partly  Scottish-owned,  so  here  was  a  rather  effi- 
cient and  rather  sophisticated  lending  institution.  The  idea  was  to 
get  down  to  small  entrepreneurs  and  small  farmers.  I  believe  at 
most  one  loan  had  gotten  out. 

You  could  have  a  very  sophisticated  lending  sector,  but  if  there 
is  not  anything  directing  them  to  support  the  people  that  need  sup- 
port— well,  that  is  what  is  happening  now.  The  reforms  are  not 
geared  to  help  the  small  guy  on  the  ground. 

Senator  Kassebaum.  Let  me  ask,  do  you  think  it  was  an  inde- 
pendent financial  system? 

Mr.  Hellinger.  I  think  the  Commercial  Bank  of  Kenya,  the  rea- 
son why  it  was  not  getting  down  to  the  ground  was  because  it  did 
not  pay  for  them  to  get  out  a  hundred  small  loans  when  they  could 
wait  for  some  foreign  investor  to  come  along  and  take  one  big  one. 
I  think  in  that  case  there  was  independence. 

I  share  your  view  that  a  more  sophisticated  and  more  independ- 
ent financial  sector  is  necessary  in  many  countries,  but  I  think  we 
have  to  make  sure  that  when  we  help  support  that,  that  these  are 
institutions  that  take  their  direction  or  are  in  support  of  people 
who  really  need  it  on  the  ground,  and  not  a  very  small  elite  in 
these  countries,  and  that  is  what  is  happening  now. 

Senator  Kassebaum.  Ms.  Udall,  I  found  it  quite  interesting  in 
your  concerns  about  World  Bank  and  I  suppose  that  applies  to  all 
of  the  multibank  efforts. 

Ms.  Udall.  Yes,  it  does.  The  World  Bank  tends  to  be  the  largest 
offender. 

Senator  Kassebaum.  When  you  were  suggesting  an  independent 
appeals  commission  for  World  Bank,  would  that  apply  to  all  of  the 
multilateral  banking  structures? 

Ms.  Udall.  Right  now,  we  are  proposing — because  we  felt  it 
would  be  too  complicated  to  propose  it  for  all  the  development 
banks  and  also  because  there  are  different  member  companies  in 
each  bank,  we  are  only  proposing  it  for  the  World  Bank,  but  it  cer- 
tainly could  serve  as  a  model  for  other  banks.  Actually,  the  final 
attachment  to  my  testimony  has  a  terms  of  reference,  so  to  speak 
of  how  we  envision  that  the  commission  would  operate. 

Senator  Kassebaum.  That  would  just  be  here. 

Ms.  Udall.  It  would  be  a  permanent  standing  commission  that 
would  be  independent  of  the  Bank  but  based  in  Washington,  and 
the  commission  would  have — the  precedent  for  this,  of  course,  is 
the  Independent  Review  of  Narmada,  now  known  as  the  Morse 
Commission,  but  it  would  have  the  power  to  investigate  complaints 
from  people  in  developing  countries  in  a  variety  of  ways,  even  in- 
cluding traveling  to  the  project  site,  or  whatever. 
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So  it  would  not  be  a  tribunal,  it  would  be  a  commission  that 
would  be  able  to  investigate  specific  complaints  and  then  make 
judgments  on  those  complaints. 

Senator  Kassebaum.  I  find  it  interesting — I  am  not  one  who 
tends  to  want  to  see  additional,  sort  of  layers  of  the  process,  but 
I  think  that  just  as  questions  came  about  the  World  Bank  to  the 
previous  panel,  there  is  a  growing  interest  in  exactly  what  World 
Bank  undertakes  and  who  follows  through,  and  there  is  not  as 
much  openness  as  perhaps  would  be  wise,  and  particularly  with  en- 
vironmental interests  now,  I  mean,  it  is  very  important  that  it  be 
an  international  scope  to  any  of  the  environmental  issues. 

Ms.  Udall.  I  might  add  that  there  is  some  support  even  within 
the  Bank  for  the  creation  of  such  a  commission.  Among  the  board 
of  executive  directors  there  are  several  people  that  feel  there  is  a 
need  to  address  this  issue  of  public  accountability,  and  also  within 
the  administration  and  other  subcommittees. 

I  know,  for  example,  that  Senator  Leahy  on  the  Appropriations 
Subcommittee  has  stated  that  he  thought  this  was  a  good  idea. 

Senator  Kassebaum.  I  was  going  to  ask  you  what  kind  of  re- 
sponse you  had  from  the  World  Bank  and  how  much  you  were 
working  with  them  on  this. 

Ms.  Udall.  It  depends  upon  what  level  of  the  Bank  you  are  talk- 
ing about.  I  think  the  operations  people  would  be  particularly  hos- 
tile to  this  type  of  thing,  because  in  a  way  they  would  be  under  re- 
view, but  I  think  there  is  more  sympathy  for  it  at  the  board  level, 
because  the  board  has  their  own  frustration  in  dealing  with  the  op- 
erations staff. 

That  was  very  clearly  shown  in  the  case  of  Narmada,  where  the 
board  could  not  get  accurate  information  about  the  project  and 
there  was  really  a  lot  of  coverup  going  on,  so  they  feel  tne  need  for 
accountability  inside  the  bank  as  well  as  outside. 

Now,  in  regards  to  Treasury,  they  have  not  really  been  that 
forthcoming.  I  think  from  one  of  the  meetings  that  we  have  had 
with  Treasury  officials  they  suggested  an  expansion  of  the  oper- 
ations evaluation  department  to  take  over  this  thing,  and  we  are 
strongly  opposed  to  that  for  several  reasons  which  are  detailed  in 
my  testimony,  but  we  feel  that  the  Operations  Evaluation  Depart- 
ment basically  has  operated  in  total  secrecy  and  that  they  do  not 
fulfill  their  own  mandate  at  this  point. 

So  before  it  is  expanded  to  include  other  tasks,  they  should  start 
fulfilling  their  own  mandate,  which  is  basically  to  evaluate  bank 
projects  and  to  have  an  impact  on  future  operations,  which  is  not 
happening  at  all. 

Then  on  the  Hill  there  has  been  quite  a  bit  of  interest  and  sup- 
port for  such  a  concept. 

Senator  Kassebaum.  Have  you  been  working  on  this  for  a  couple 
of  years,  or  is  this  a  new  initiative? 

Ms.  Udall.  It  was  first  proposed  in  about  1988  by  Natural  Re- 
sources Defense  Council,  and  it  was  just  completely  blown  off  by 
the  Bank.  This  is  the  first  in  the  last  6  months  we  have  raised  it 
at  various  levels,  and  we  are  starting  to  work  with  groups  in  other 
major  donor  countries,  and  so  this  is  the  first  time  we  have  raised 
it  at  such  an  international  level,  and  it  is  being  raised  with  a  lot 
of  our  colleagues  in  Europe  with  their  Finance  Ministries. 
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Senator  Kassebaum.  Well,  I  think  that  is  wise  to  do  that  as  well. 

Thank  you  very  much.  It  has  certainly  been  helpful,  and  I  really 
think  that  as  Senator  Sarbanes  said,  we  would  like  to  get  back  to 
you  with  some  of  these  suggestions  as  we  are  working  them 
through  on  the  reorganization. 

Thank  you  very  much,  and  that  concludes  the  hearing. 

[Whereupon,  at  4:50  p.m.,  the  subcommittee  adjourned,  to  recon- 
vene at  10:16  a.m.,  June  16,  1993.] 


FISCAL  YEAR  1994  FOREIGN  ASSISTANCE  AU- 
THORIZATION: SECURITY  ASSISTANCE  IN 
THE  POST-COLD  WAR  ERA 


WEDNESDAY,  JUNE  16,  1993 

U.S.  Senate, 
Subcommittee  on  International  Economic 

Policy,  Trade,  Oceans  and  Environment 
of  the  Committee  on  Foreign  Relations, 

Washington,  DC. 

The  subcommittee  met  at  10:16  a.m.,  in  room  SD-419,  Dirksen 
Senate  Office  Building,  Hon.  Paul  S.  Sarbanes  (chairman  of  the 
subcommittee)  presiding. 

Present:  Senators  Sarbanes,  Murkowski,  and  Brown. 

Senator  Sarbanes.  The  committee  will  come  to  order. 

I  want  to  welcome  to  the  subcommittee  this  morning  Lynn  Davis, 
the  Under  Secretary  of  State  for  International  Security  Affairs,  and 
Lieutenant  General  Allen,  Director  of  Defense  Security  Assistance 
Agency.  It  is  a  pleasure  to  have  both  of  you  here  this  morning  and 
we  look  forward  to  your  testimony. 

The  topic  of  today's  hearing  is  the  role  of  security  assistance  pro- 
grams as  a  component  of  foreign  aid  and  how  that  role  is  changing 
or  perhaps  how  it  should  be  changed  to  adjust  to  a  post-cold  war 
environment.  This  is  the  fourth  in  a  series  of  hearings  that  the 
subcommittee  has  been  holding  with  respect  to  the  1994  Foreign 
Assistance  Authorization  issue. 

Although  the  main  focus  of  today's  discussion  will  be  administra- 
tion funding  requests  for  foreign  military  assistance  programs,  we 
are  likely  also  to  touch  on  policies  and  initiatives  on  nonprolifera- 
tion,  peacekeeping,  and  counternarcotics.  Further,  I  hope  we  will 
have  time  to  look  at  some  of  the  current  procedures  for  authorizing 
and  monitoring  sales  and  transfers  of  military  equipment,  some  of 
which  seem  to  fall  outside  of  the  traditional  narrow  definition  of 
military  aid. 

Let  me  just  note  I  have  long  been  on  the  record  in  trying  to  shift 
the  composition  of  our  foreign  aid  budget  away  from  military  and 
security-related  aid  toward  bilateral/multilateral  development  as- 
sistance. This  was  a  shift  that  I  thought  could  be  undertaken  even 
when  we  were  "engaged"  in  the  cold  war.  It  seems  to  me  even  more 
important  now  to  focus  upon  it  in  a  changed  world  environment. 
With  a  diminishing  of  the  superpower  competition,  we  obviously 
need  to  rethink  what  our  interests  are  and  how  they  can  best  be 
served. 
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In  addition,  there  is  concern  that  the  military  aid  programs  are 
becoming  less  accountable  to  foreign  policy  controls.  It  appears 
that,  as  funding  for  FMF  has  been  reduced,  the  Departments  of 
State  and  Defense  have  been  searching  for  ways  to  supplement 
military  assistance  through  such  channels  as  transfers  of  excess  de- 
fense articles,  defense  drawdowns,  and  even  Government  guaran- 
tees for  the  financing  of  defense  exports.  These  channels  do  not  re- 
quire the  same  kind  of  affirmative  authorizations  from  the  Con- 
gress as  FMF.  They  are  not  subject  to  the  same  regional  priorities 
and  the  same  statutory  controls.  I  think  it  is  important,  therefore, 
to  take  a  look  at  those  programs  to  see  exactly  how  they  are  work- 
ing and  how  they  in  fact  serve  our  national  interests. 

Bearing  these  concerns  in  mind,  I  hope  the  panel  this  morning — 
and  we  are  going  to  have  a  followup  panel  to  this  one — will  be  able 
to  give  us  a  clear  sense  of  the  administration's  thinking  on  some 
of  tnese  issues  and  how  we  might  work  together  to  bring  a  greater 
effectiveness  and  accountability  to  the  military  assistance  pro- 
grams. 

With  that,  by  way  of  opening,  Secretary  Davis,  I  would  be  happy 
to  turn  to  you  for  your  testimony,  and  then  we  will  hear  from  Gen- 
eral Allen. 

STATEMENT  OF  HON.  LYNN  E.  DAVIS,  UNDER  SECRETARY  FOR 
INTERNATIONAL  SECURITY  AFFAIRS,  DEPARTMENT  OF  STATE 

Ms.  Davis.  Thank  you,  Mr.  Chairman.  It  is  a  pleasure  to  be  here 
and  to  provide  you  with  a  sense  of  the  new  directions  in  the  secu- 
rity assistance  plans  and  budget  of  the  Clinton  administration.  If 
I  might,  I  ask  that  my  complete  statement  be  put  into  the  record, 
and  I  will  just  briefly  introduce  with  a  few  remarks. 

Senator  Sarbanes.  The  full  statement  will  be  included  in  the 
record. 

Ms.  Davis.  As  you  know,  the  Clinton  administration  recently 
submitted  its  first  security  assistance  budget.  This  budget  is  our 
initial  step  in  setting  new  directions  in  U.S.  security  assistance  so 
as  to  support  key  U.S.  foreign  policy  objectives.  These  key  foreign 
policy  objectives  are  to  build  democracy  and  respect  for  human 
rights,  to  promote  and  maintain  peace,  to  promote  economic  growth 
and  sustainable  development,  to  address  global  problems,  and  to 
meet  urgent  humanitarian  needs. 

We  have  organized  the  security  assistance  budget  to  ensure  that 
all  security  assistance  funding  is  clearly  related  and  contributes  to 
achievement  of  a  key  objective.  We  seek  your  endorsement  for  secu- 
rity assistance  with  these  new  directions  in  mind. 

The  first  key  foreign  policy  objective  is  to  build  democracy.  Any 
investment  we  make  in  nurturing  democracy  in  countries  around 
the  world  will  pay  major  dividends  in  the  future  by  contributing  to 
peace  and  security. 

One  major  shift  from  previous  policies  supporting  the  growth  of 
democracy  is  a  more  than  doubling  of  ESF  funding  for  the  develop- 
ment of  democracy  in  Africa. 

Our  security  assistance  seeks  to  address  the  global  problem  of 
narcotics  and  at  the  same  time  to  promote  the  development  of  de- 
mocracy since  to  promote  democracy,  we  must  overcome  one  of  its 
principal  threats  and  that  is  the  drug  trade. 
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Also,  the  ESF  and  FMF  for  El  Salvador  aim  to  promote  economic 
development  and  maintain  regional  security  and  defense  coopera- 
tion, and  have  the  broader  purpose  of  supporting  reconciliation  and 
reconstruction  in  this  war-torn  country. 

With  respect  to  a  program  of  longstanding,  the  International 
Military  Education  and  Training  Program,  IMET,  its  history  of  ac- 
complishments shows  that  for  remarkably  few  dollars  we  have  suc- 
ceeded in  educating  foreign  defense  officials  about  democratic  prac- 
tices and  respect  tor  human  rights  while  at  the  same  time  estab- 
lishing long-term  ties  between  our  armed  forces  and  theirs.  It  has 
proven  a  remarkably  efficient  investment. 

Let  me  now  briefly  turn  to  the  second  major  foreign  policy  objec- 
tive and  that  is  promoting  peace  and  maintaining  peace.  The  end 
of  the  cold  war  has  also  provided  us  an  opportunity  to  concentrate 
more  of  our  attention  and  resources  on  seeking  the  peaceful  resolu- 
tion of  longstanding  regional  conflicts  and  preventing  the  outbreaks 
of  new  ones. 

In  the  Middle  East,  we  seek  through  our  security  assistance  pro- 

frams  a  just  and  enduring  and  comprehensive  peace  with  our 
udget  request  reflecting  the  President's  commitment  through  aid 
to  Israel,  to  Egypt,  to  Jordan,  West  Bank/Gaza,  and  Lebanon.  Also 
included  is  a  request  for  $2.5  million  to  fund  activities  associated 
with  the  multilateral  working  groups  of  the  peace  process. 

A  second  program  supports  multilateral  peacekeeping  and  peace- 
making activities.  More  than  $1  billion  is  requested  in  State  and 
Defense  Department  accounts  to  support  these  very  important 
tasks. 

Our  proposed  nonassessed  peacekeeping  budget  for  fiscal  year 
1994  totals  $77.2  million,  an  increase  of  some  $50  million  from  fis- 
cal year  1993.  In  addition  to  providing  for  longstanding  U.N.  peace- 
keeping operations  in  Cyprus  and  the  multinational  force  and  ob- 
servers in  the  Sinai,  the  funding  will  also  support  new  peacekeep- 
ing ventures  by  the  Conference  on  Security  ana  Cooperation  in  Eu- 
rope, in  the  Balkans,  and  in  the  former  Soviet  Union.  We  are  also 
providing  limited  FMF  and  ESF  funding  to  help  underwrite  partici- 
pation of  poorer  countries  in  U.N.  and  regional  peacekeeping  oper- 
ations. 

Another  very  important  goal,  Mr.  Chairman,  of  the  Clinton  ad- 
ministration is  nonproliferation  and  disarmament.  Our  program 
aims  at  addressing  the  proliferation  of  weapons  of  mass  destruc- 
tion, enhanced  conventional  weapons,  and  associated  delivery  sys- 
tems. Our  objectives  in  this  area  are  fourfold:  to  promote  education 
and  training,  the  destruction  and  conversion  programs  of  weapons 
of  mass  destruction,  enforcement  and  interdiction  to  help  curb  il- 
licit trade  in  materials  related  to  weapons  of  mass  destruction, 
safeguards  and  verification  programs. 

Then  by  way  of  conclusion,  I  have  thus  far  focused  my  remarks 
on  the  new  directions  we  plan  to  take  in  our  security  assistance, 
but  this  does  not  mean  that  we  have  ignored  longstanding  security 
assistance  relationships  that  proved  so  important  in  maintaining  a 
network  of  key  allies  who  supported  us  and  provided  us  with  the 
access  to  important  military  facilities  during  the  cold  war.  Al- 
though we  do  not  need  this  network  for  security  against  the  com- 
mon threat  of  international  communism,  we  nevertheless  recognize 
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its  importance  for  reacting  to  future  contingencies  that  may  affect 
our  interests.  For  that  reason,  we  are  continuing  to  request  lower 
levels  of  security  assistance  to  help  key  allies  and  friends  meet  de- 
fense and  economic  needs. 

Mr.  Chairman,  I  know  that  you  have  a  number  of  questions  that 
you  would  like  to  ask  of  me,  so  let  me  conclude  my  opening  re- 
marks at  this  point  and  be  ready  to  work  both  with  this  committee 
and  yourself  as  we  try  to  frame  security  assistance  and  foreign  aid 
budget  for  the  new  post-cold  war.  Thank  vou. 

[The  prepared  statement  of  Ms.  Davis  follows:] 

Prepared  Statement  of  Ms.  Davis 

Mr.  Chairman:  I  am  pleased  to  have  this  opportunity  to  present  to  you  and  sub- 
committee members  the  views  of  the  Clinton  Administration  on  new  directions  in 
security  assistance  in  the  post-Cold  War  era  and  to  answer  your  questions  on  secu- 
rity assistance. 

As  you  know,  the  Clinton  Administration  recently  submitted  its  first  security  as- 
sistance budget.  This  budget  is  our  initial  step  in  setting  new  directions  in  U.S.  se- 
curity assistance  so  as  to  support  key  U.S.  foreign  policy  objectives  in  the  emerging 
post-Cold  War  international  environment.  We  have  defined  these  objectives  as: 

Building  democracy  and  respect  for  human  rights 

Promoting  and  maintaining  peace 

Promoting  economic  growth  and  sustainable  development 

Addressing  global  problems,  and 

Meeting  urgent  humanitarian  needs 
We  have  organized  the  security  assistance  budget  to  ensure  that  all  security  as- 
sistance funding  is  clearly  related  and  contributes  to  achievement  of  a  key  objective. 
We  seek  your  endorsement  for  security  assistance  with  these  new  directions. 

BUILDING  DEMOCRACY 

The  end  of  the  Cold  War  has  brought  a  strong  reaffirmation  of  democracy  as  the 
best  form  of  government  to  address  the  aspirations  of  the  people  and  preserve  the 
peace.  Nevertheless,  less  than  fully  democratic  regimes  remain  in  power  in  many 
countries,  and  in  others,  the  transition  to  democracy  is  threatened  by  forces  calling 
for  a  return  to  authoritarian  rule.  Any  investment  we  make  in  nurturing  democracy 
in  those  countries  will  pay  major  dividends  in  the  future  by  contributing  to  peace 
and  security.  We  have  given  priority  to  supporting  reform  and  freedom  in  the  states 
that  once  made  up  the  Warsaw  Pact.  We  plan  to  use  IMET  to  play  a  small  but  criti- 
cal role  by  introducing  defense  officials  to  the  role  of  the  military  in  a  democratic 
society,  including  civilian  control  of  the  military,  the  rule  of  law,  legislative  over- 
sight, and  transparency  in  defense  programs  and  budgets. 

One  major  shift  from  previous  policies  supporting  the  growth  of  democracy  is  a 
more  than  doubling  of  ESF  funding  for  the  development  of  democracy  in  Africa.  This 
"Africa  Democracy  Support  Program"  will  provide  funds  to  develop  constitutions;  to 
prepare  for  and  hold  elections;  to  strengthen  democracy-building  institutions  such 
as  legislatures,  judiciaries,  non-governmental  organizations,  and  a  free  press;  and 
to  help  democracies  respond  to  destabilizing  economic  emergencies. 

In  addition  to  the  funds  we  have  specifically  designated  for  developing  democracy, 

frograms  in  other  categories  of  the  budget  contribute  significantly  to  this  objective, 
or  example,  the  security  assistance  we  plan  to  provide  to  address  the  global  prob- 
lem of  narcotics  contributes  at  the  same  time  to  the  development  of  democracy, 
since  to  promote  democracy,  we  must  overcome  one  of  its  principal  threats:  the  drug 
trade.  The  democratic  governments  we  will  help  are  struggling  for  their  very  exist- 
ence against  a  powerful  and  wealthy  drug  oligarchy  dedicated  to  manipulating  the 
society  for  its  own  enrichment. 

Also,  the  ESF  and  FMF  for  El  Salvador  aim  to  promote  economic  development 
and  maintain  regional  security  and  defense  cooperation,  and  have  the  broader  pur- 

gose  of  supporting  reconciliation  and  reconstruction  in  this  war-torn  country.  The 
!SF  will  strengthen  the  fiscal  standing  of  the  democratically  elected  government, 
while  the  FMF  is  intended  to  assist  the  military  in  converting  to  a  smaller,  more 
professional  and  apolitical  defense  force. 

Now  I  would  like  to  shift  gears  and  say  a  few  words  in  support  of  International 
Military  Education  and  Training — IMET.  I  mentioned  it  earlier  in  reference  to  the 
use  of  security  assistance  to  support  the  transition  to  democracy  in  the  states  that 
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made  up  the  former  Warsaw  Pact.  Its  history  of  accomplishments  shows  that  for  re- 
markably few  dollars  we  have  succeeded  in  educating  foreign  defense  officials  about 
democratic  practices  and  respect  for  human  rights,  while  at  the  same  time  establish- 
ing long-term  ties  between  our  armed  forces  and  theirs.  It  has  proven  a  remarkably 
efficient  investment. 

IMET  has  taken  on  an  even  more  important  role  in  the  context  of  our  commit- 
ment to  the  furtherance  of  democracy.  The  shift  to  Expanded  IMET — which  focuses 
on  training  of  foreign  military  and  civilian  defense  personnel  in  management  of 
military  establishments  and  budgets,  development  of  effective  military  justice  sys- 
tems and  military  codes  of  conduct,  and  observance  of  internationally  recognized 
human  rights  practices — is  a  departure  from  the  traditional  training  in  military 
skills  and  places  special  emphasis  on  civilian  control  of  the  military.  The  budget  re- 
quest for  $42  million  for  IMET  complements  DoD's  request  for  $50  million  for  a  De- 
mocracy Fund,  which  will  enable  DoD  to  promote  democracy  abroad  by  funding  such 
activities  as:  the  training  and  deployment  of  military-to-mllitary  contact  teams;  es- 
tablishment of  regional  centers  for  holding  conferences  on  issues  of  civil-military  re- 
lations; and  translation,  printing  and  publishing  of  materials  supporting  democra- 
tization education  efforts. 

PROMOTING  AND  MAINTAINING  PEACE 

The  end  of  the  Cold  War  has  also  provided  us  an  opportunity  to  concentrate  more 
of  our  attention  and  resources  on  seeking  the  peaceful  resolution  of  longstanding  re- 
gional conflicts  and  preventing  outbreaks  of  new  ones.  The  FY  94  budget  identifies 
specific  security  assistance  programs  to  serve  this  goal. 

Middle  East  Peace:  This  program  aims  to  establish  a  just,  enduring  and  com- 
prehensive peace  in  the  Middle  East,  and  to  maintain  Israel's  security  and  quali- 
tative edge.  Our  budget  request  reflects  the  President's  commitment  to  these  twin 
objectives.  In  addition,  we  are  proposing  security  assistance  for  Jordan,  West  Bank/ 
Gaza  and  Lebanon.  Also  included  is  a  request  for  $2.5  million  to  fund  activities  as- 
sociated with  the  multilateral  working  groups  of  the  peace  process. 

Peacekeeping:  A  second  program  supports  multilateral  peacekeeping  and  peace- 
making activities.  More  than  $1  billion  is  requested  in  State  and  Defense  Depart- 
ment accounts  to  support  these  activities.  Some  of  this  funding  will  be  used  to  assist 
countries  in  taking  part  in  peacekeeping  operations  and  to  support  conflict  resolu- 
tion and  downsizing  of  militaries.  Most  of  the  funds  in  the  International  Affairs  ac- 
count, however,  will  be  used  to  cover  assessed  UN  peacekeeping  operations  and 
other  regional  peacekeeping  efforts  that  are  funded  on  a  voluntary  basis. 

Our  proposed  non-assessed  peacekeeping  budget  for  FY  94  totals  $77.2  million — 
an  increase  of  $50  million  from  FY  93— in  an  effort  to  meet  burgeoning  peacekeep- 
ing requirements.  In  addition  to  providing  for  long-standing  UN  peacekeeping  oper- 
ations in  Cyprus  and  the  Multinational  Force  and  Observers  in  the  Sinai,  the  fund- 
ing will  also  support  new  peacekeeping  ventures  by  the  Conference  on  Security  and 
Disarmament  (CSCE)  in  the  Balkans  and  the  former  Soviet  Union,  by  the  UN/OAS 
observer  mission  in  Haiti,  and  by  the  Organization  of  African  Unity  in  Rwanda.  We 
are  also  providing  limited  FMF  and  ESF  funding  to  help  underwrite  participation 
of  poorer  countries  in  UN  and  regional  peacekeeping  operations. 

Non-proliferation  and  Disarmament:  This  program  aims  at  addressing  one  of  the 
greatest  national  security  challenges  facing  us  today — the  proliferation  of  weapons 
of  mass  destruction,  enhanced  conventional  weapons,  and  associated  delivery  sys- 
tems. This  is  an  area  of  particular  interest  to  me.  Our  objectives  in  this  area  are 
to  move  beyond  Nunn-Lugar  to: 

reduce  and  restructure  Russia's  strategic  nuclear  force,  and  support 
denuclearization  of  Ukraine,  Belarus,  and  Kazakhstan  before  or  during  the  7 
year  START  implementation  period; 

support  establishment  of  effective  export  controls  for  destabilizing  weapons 
systems  and  materials; 

dismantle  existing  systems  of  proliferation  concern  in  the  former  Soviet  states 
and  other  states;  and 

increase  the  effectiveness  of  existing  nonproliferation  and  arms  control  agree- 
ments and  promote  arms  control  and  security  in  regions  of  tension. 
To  help  achieve  these  objectives,  we  are  requesting  within  the  security  assistance 
account  $50  million  for  the  establishment  of  a  new  Non-Proliferation  and  Disar- 
mament Fund  to  support  four  primary  activities: 

Education  and  training  to  introduce  foreign  government  officials  to  the  broad 
range  of  nonproliferation  issues  and  to  instruct  them  in  the  creation  and  imple- 
mentation of  effective  export  control  mechanisms. 
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Destruction  and  conversion  programs  to  terminate  activities  of  proliferation 
concern  and  to  implement  global  treaties  such  as  the  Chemical  Weapons  Con- 
vention and  START. 

Enforcement  and  interdiction  to  help  curb  illicit  trade  in  materials  related  to 
weapons  of  mass  destruction. 

Safeguards  and  verification  programs  to  assist  in  the  verification  of  inter- 
national nonproliferation  regimes. 

DEFENSE  COOPERATION  AND  REGIONAL  SECURITY 

I  have  thus  far  focused  my  remarks  on  the  new  directions  we  plan  to  take  in  our 
use  of  security  assistance.  This  does  not  mean  that  we  have  ignored  the  long-stand- 
ing security  assistance  relationships  that  proved  so  important  in  maintaining  a  net- 
work of  key  allies  who  supported  us  and  provided  us  with  access  to  important  mili- 
tary facilities  essential  to  U.S.  power  projection  during  the  Cold  War.  Although  we 
do  not  need  this  network  for  security  against  the  common  threat  of  international 
communism,  we  nevertheless  recognize  its  importance  for  reacting  to  future  contin- 
gencies that  may  affect  our  interests.  For  this  reason,  we  are  continuing  to  request 
security  assistance — although  at  lower  levels — to  help  key  allies  and  friends  meet 
defense  and  economic  needs. 

We  also  seek  through  these  programs  to  promote  the  overall  goals  of  the  Clinton 
Administration  and  to  support  in  these  countries  the  important  values  of  democracy 
and  human  rights.  In  this  regard,  we  are  proposing  to  the  Turkish  Government  a 
strategy  to  improve  human  rights  practices  in  that  country. 

Mr.  Chairman,  this  concludes  my  opening  remarks.  I  look  forward  to  working 
with  this  committee  and  the  Congress  as  we  strive  to  reform  our  foreign  assistance 
program.  Thank  you. 

Fiscal  Year  1994  Security  Assistance  Programs  Budget 
Authority— by  Function 

[Dollars  in  thousands] 


Economic 
support 


FMF  concess  fWF  grant 


MET 


PKO 


Non- 
prolifera- 
tion and 

disar- 
mament 


Middle  East  Puci: 

Egypt  815,000 

Israel  1,200.000 

Jordan  10,000 

Lebanon  4,000 

Middle  East  regional  cooperation 7,000 

Multilateral  peace  process  2,500 

West  Bank/Gaza 25,000 

Total  2,063,500 

Regional  security  and  defense  cooperation: 

Algeria 0 

Antigua-Barbuda1  0 

Austria  0 

Bahrain  0 

Barbados'  0 

Belize  0 

Botswana  0 

Cameroon 0 

Chad  0 

Costa  Rica  0 

Djibouti  0 

Dominica'  „ 0 

Dominican  Republic 0 

El  Salvador  0 

Finland  0 

Gabon 0 

Greece  0 

Grenada '  0 

Guinea 0 


0 

1,300,000 

1,800 

0 

0 

0 

1,800,000 

0 

0 

0 

0 

9,000 

1.800 

0 

0 

0 

0 

400 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

3,109,000        4,000 


0 

0 

150 

0 

0 

0 

0 

25 

0 

0 

0 

0 

15 

0 

0 

0 

500 

75 

0 

0 

0 

0 

45 

0 

0 

0 

0 

125 

0 

0 

0 

0 

400 

0 

0 

0 

0 

350 

0 

0 

0 

0 

380 

0 

0 

0 

0 

230 

0 

0 

0 

0 

150 

0 

0 

0 

0 

68 

0 

0 

0 

0 

600 

0 

0 

0 

2,700 

0 

0 

0 

0 

0 

15 

0 

0 

0 

0 

135 

0 

0 

315,000 

0 

200 

0 

0 

0 

0 

78 

0 

0 

0 

0 

150 

0 

0 
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[Dollars  in  thousands) 


MPfMt 

MFcem 

MFirart 

MET 

PK0 

iii! 

11*  s 

0 

0 

1.500 

1.000 

0 

0 

0 

0 

0 

450 

0 

0 

0 

0 

0 

600 

0 

0 

0 

0 

0 

200 

0 

0 

0 

0 

0 

200 

0 

0 

0 

0 

0 

800 

0 

0 

0 

0 

0 

65 

0 

0 

0 

0 

20,000 

1,000 

0 

0 

0 

0 

0 

250 

0 

0 

0 

0 

0 

300 

0 

0 

2,000 

0 

0 

110 

0 

0 

0 

0 

7,700 

2,000 

0 

0 

0 

90,000 

0 

1,000 

0 

0 

14,000 

0 

0 

0 

0 

0 

0 

0 

0 

600 

0 

0 

0 

0 

0 

90 

0 

0 

0 

0 

0 

20 

0 

0 

0 

0 

0 

200 

0 

0 

0 

0 

0 

60 

0 

0 

0 

0 

0 

101 

0 

0 

0 

0 

0 

85 

0 

0 

0 

0 

0 

1.800 

0 

0 

0 

0 

2,000 

1,000 

0 

0 

143,000 

450,000 

0 

2,800 

0 

0 

0 

0 

0 

300 

0 

0 

Honduras  

Jamaica 

Kenya  

Korea  

Malawi  

Malaysia 

Malta 

Morocco  

Namibia  

Niger  

Oman  

Philippines 

Portugal  

South  Pacific  Tuna  Treaty  

Senegal  

Seychelles  

Singapore  

Spain 

St.  Krtts>  

St.  Lucia' 

St.  Vincent  and  Grenadines'  

Thailand  

Tunisia  

Turkey 

Zimbabwe  

Total  

Nonprolrftration  and  disarmament: 

EducationAraining  programs 

Destruction  programs  

Enforcement/interdiction 

Safeguards  and  verification 

Total  

Economic  dtvalopmairt: 

Afghan  humanitarian  

Cambodia  economic  development 

Eastern  Caribbean  

El  Salvador  

Honduras  

Jamaica % 

Mongolia  

Morocco  

Nicaragua  

Philippines  

Tunisia  

Total  

Courrtirnarcoticj: 

Andean  Narcotics  Initiative 2 100.000 

Bolivia  2  (50,000) 

Colombia  2  (20,000) 

Peru  2  (30,000) 

Potential  source  8nd  transit  0 

Belize 0 


159,000 

855,000 

34,400 

18,222 

0 

0 

0 

0 

0 

0 

0 

9.100 

0 

0 

0 

0 

0 

18,500 

0 

0 

0 

0 

0 

6.000 

0 

0 

0 

0 

0 

16,400 

0 

0 

0 

0 

0 

50,000 

5,000 

0 

0 

0 

0 

0 

10,000 

0 

0 

0 

0 

0 

2,000 

0 

0 

0 

0 

0 

90,000 

0 

0 

0 

0 

0 

7,500 

0 

0 

0 

0 

0 

4,000 

0 

0 

0 

0 

0 

3,000 

0 

0 

0 

0 

0 

8,000 

0 

0 

0 

0 

0 

29,000 

0 

0 

0 

0 

0 

10,000 

0 

0 

0 

0 

0 

3,000 

0 

0 

0 

0 

0 

171.500 

0 

0 

0 

0 

0 

0 

245,000 

0 

0 

0 

0 

2(15,000) 

900 

0 

0 

0 

2(30,000) 

2,000 

0 

0 

0 

2(0) 

500 

0 

0 

0 

34.700 

0 

0 

0 

0 

3(400) 

0 

0 

0 
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Fiscal  Year  1994  Security  Assistance  Programs  Budget 
Authority — by  Function — Continued 

[Dollars  in  thousands] 


Economic 
stpport 


FMFcMcan. 


RHFfwt 


MET 


PKO 


prolifera- 
tion aid 
disar- 
■•■ett 


Dominican  Republic  

Eastern  Caribbean  

Ecuador  

Guyana  

Jamaica  

Trinada  and  Tobago '  

Unallocated  , 

Total  

Democratic  development: 

Africa  Democracy  Support  Program  

Albania 

Angola  

Belarus 

Bulgaria  

Czech  Republic  

El  Salvador  

Eritrea  

Estonia 

Ethiopia 

Georgia 

Guatemala  

Haiti  

Hungary 

Kazakhstan  

Kyrgyzstan 

Latin  America  and  Caribbean  regional 

Latvia 

Lithuania 

Moldova 

Mongolia  

Mozambique 

Nicaragua  

Panama 

Poland  

Romania 

Russian  Federation 

Slovakia  

Turkmenistan  

Ukraine  

Total  

Peacekeeping: 

Africa  regional  

CSCE  

Cyprus 

Ecowas 

Haiti  

MfO 

Oau  

UNFICYP  

Southeast  Asia  regional  

Total  


100,000 


20,000 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

15,000 
0 
0 
0 

12.000 
0 
0 
0 
0 
0 
0 
6.000 
0 
0 
0 
0 
0 
0 


53,000 


0 
0 

15,000 
0 
0 
0 
0 
0 

20,000 


0 

3(350) 

0 

0 

0 

0 

3(400) 

0 

0 

0 

0 

M4O0) 

780 

0 

0 

0 

3(200) 

0 

0 

0 

0 

3(350) 

0 

0 

0 

0 

3(400) 

0 

0 

0 

0 

3(2,200) 

0 

0 

0 

49,700        4,180 


0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 


0 

0 

0 

0 

0 

150 

0 

0 

0 

100 

0 

0 

0 

100 

0 

0 

0 

300 

0 

0 

0 

500 

0 

0 

0 

1,100 

0 

0 

0 

75 

0 

0 

0 

150 

0 

0 

0 

150 

0 

0 

0 

50 

0 

0 

0 

350 

0 

0 

0 

400 

0 

0 

0 

700 

0 

0 

0 

100 

0 

0 

0 

50 

0 

0 

0 

0 

0 

0 

0 

150 

0 

0 

0 

150 

0 

0 

0 

50 

0 

0 

0 

75 

0 

0 

0 

150 

0 

0 

0 

100 

0 

0 

0 

0 

0 

0 

0 

700 

0 

0 

0 

100 

0 

0 

0 

1,000 

0 

0 

0 

350 

0 

0 

0 

50 

0 

0 

0 

600 

0 

0 

7,750 


0 

10,000 

0 

0 

0 

0 

0 

0 

7,000 

0 

0 

0 

0 

9,000 

0 

0 

0 

0 

12,000 

0 

0 

0 

0 

28.000 

0 

0 

0 

0 

18,000 

0 

0 

0 

0 

3,166 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

35,000 


10,000 


77,166 
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I  Dollars  in  thousands] 


EcMonic 
nppoit 


FMF 


MFfrait 


NET 


PKO 


prolrltrv 

tna  and 

dair- 

RltffltRt 


Promt*  professional  military  relationships: 

Argentina  

Bahamas,  The 

Bangladesh  

Benin 

Brazil 

Burundi  

Cape  Verde  

Central  African  Republic  

Chile 

Comords 

Congo  

Cote  d'lvoire 

Gambia  

Ghana  

Guinea-Bissau  

Guyana  

India 

Lesotho 

Madagascar  

Maldives 

Mali  

Mauritius 

Mexico  

Nepal 

Nigeria  

Pacams  

Papua  New  Guinea  

Paraguay 

Rwanda  

Sao  Tome  and  Principe  

Sierra  Leone 

Solomon  Islands  

Sri  Lanka  

Suriname 

Swaziland 

Tanzania  

Togo  

Tonga  

Trinidad  and  Tobago  

Uganda  

Uruguay _ 

Vanuatu  

Venezuela 

Western  Somoa  

Zambia 

Total  

Mfscollanoots: 

Administrative  costs 

Bangladesh  *  

DEOB/REOB  authority  

General  costs 

Oemining  and  training  

Total  


0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 


0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 


0 

200 

0 

0 

0 

100 

0 

0 

0 

350 

0 

0 

0 

120 

0 

0 

0 

150 

0 

0 

0 

250 

0 

0 

0 

150 

0 

0 

0 

150 

0 

0 

0 

200 

0 

0 

0 

90 

0 

0 

0 

150 

0 

0 

0 

200 

0 

0 

0 

110 

0 

0 

0 

250 

0 

0 

0 

125 

0 

0 

0 

50 

0 

0 

0 

345 

0 

0 

0 

100 

0 

0 

0 

150 

0 

0 

0 

70 

0 

0 

0 

180 

0 

0 

0 

75 

0 

0 

0 

500 

0 

0 

0 

200 

0 

0 

0 

400 

0 

0 

0 

600 

0 

0 

0 

125 

0 

0 

0 

175 

0 

0 

0 

120 

0 

0 

0 

125 

0 

0 

0 

200 

0 

0 

0 

50 

0 

0 

0 

225 

0 

0 

0 

50 

0 

0 

0 

120 

0 

0 

0 

150 

0 

0 

0 

125 

0 

0 

0 

50 

0 

0 

0 

75 

0 

0 

0 

150 

0 

0 

0 

300 

0 

0 

0 

50 

0 

0 

0 

475 

0 

0 

0 

50 

0 

0 

0 

100 

0 

0 

7,980 


194 

25,558 

0 

0 

0 

0 

500 

0 

0 

0 

0 

500 

0 

0 

0 

0 

0 

368 

0 

0 

0 

2,499 

0 

0 

0 

194 


29,057 


358 
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Fiscal  Year  1994  Security  Assistance  Programs  Budget 
Authority— by  Function— Continued 

[Dollars  in  thousands] 


Economic 
support 


FMf  eoncass  FMF  f  rant 


MET 


PRO 


Non- 
prolifera- 
tion and 

disar- 
mament 


Total  program 2,582,000         855.194       3,232,157      42,500      77,166       50.000 

Financing    for    nonsubsidy    element    of 
concessional  loans 0       -734,737  0  0  0  0 

Total  budget  authority  2,582,000  120.457       3,232,157      42,500     77,166       50,000 

■  These  countries  comprise  the  Eastern  Caribbean.  See  Eastern  Caribbean  narrative  in  section  III  for  discussion  of  specific  country 
programs. 
^ Preliminary  allocation  of  Andean  Narcotics  Initiative  funds. 
^Preliminary  allocation  of  Potential  Source  and  Transit  funds. 
*  Funding  to  provide  maintenance  support  for  disaster  relief  material  provided  following  the  devastating  cyclone  in  Apnl  1991. 

Fiscal  Year  1994  Security  Assistance  Programs  Budget 
Authority— by  Region 

[Dollars  in  thousands] 


Economic 
support 


FMF  concess.         FMF  grant 


MET 


PKO 


Africa: 

Africa  Democracy  Support  Program  20,000 

Africa  regional 0 

Angola 0 

Benin  0 

Botswana 0 

Burundi 0 

Cameroon 0 

Cape  Verdi 0 

Central  African  Republic 0 

Chad  0 

Comords 0 

Congo 0 

Cote  d'lvoire  0 

Djibouti 0 

Ecowas 0 

Eritrea 0 

Ethiopia  0 

Gabon  0 

Gambia,  The 0 

Ghana  0 

Guinea  0 

Guinea-Bissau  0 

Kenya 0 

Lesotho  0 

Madagascar 0 

Malawi 0 

Mali 0 

Mauritius  0 

Mozambique 0 

Namibia  0 

Niger 0 

Nigeria  0 

Oau  0 

Rwanda 0 

Sao  Tome  and  Principe  0 

Senegal 0 

Seychelles 0 

Sierra  Leone 0 

Swaziland  0 

Tanzania 0 


0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 


0 
10,000 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 


0 

0 
100 
120 
400 
250 
350 
150 
150 
380 
90 
150 
200 
150 

0 
75 
150 
135 
110 
250 
150 
125 
600 
100 
150 
200 
180 
75 
150 
250 
300 
400 

0 
120 
125 
600 
90 
200 
120 
150 


0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
12,000 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
3,166 
0 
0 
0 
0 
0 
0 
0 


Total 


20.000 
10,000 
100 
120 
400 
250 
350 
150 
150 
380 
90 
150 
200 
150 
12,000 
75 
150 
135 
110 
250 
150 
125 
600 
100 
150 
200 
180 
75 
150 
250 
300 
400 
3.166 
120 
125 
600 
90 
200 
120 
150 
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Fiscal  Year  1994  Security  Assistance  Programs  Budget 
Authority — by  Region — Continued 

[Dollars  in  thousands] 


Economic 
JKpport 


FMF  cmc«s».         fMF  front 


MET 


PKO 


Total 


Togo  0 

Uganda  0 

Zambia  0 

Zimbabwe 0 

Regional  total  20,000 

Amsrlcin  Republics: 

Andean  Narcotics  Initiative > 100,000 

Bolivia >  (50,000) 

Colombia >  (20,000) 

Peru  i  (30,000) 

Antigua-Barbuda  2 0 

Argentina 0 

Bahamas,  The 0 

Barbados  2  0 

Belize 0 

Bolivia  0 

Brazil 0 

Chile 0 

Colombia  0 

Costa  Rica  0 

Dominica  2 0 

Dominican  Republic 0 

Eastern  Caribbean 2,000 

Ecuador 0 

El  Salvador 90,000 

Grenada  2 0 

Guatemala 0 

Guyana  0 

Haiti  15,000 

Honduras 7,500 

Jamaica 4,000 

Latin  America  and  Caribbean  regional  12,000 

Mexico  0 

Nicaragua 29,000 

Pacams  0 

Panama 6,000 

Paraguay 0 

Peru 0 

Potential  source  and  transit 0 

Belize 0 

Dominican  Republic  0 

Eastern  Caribbean 0 

Ecuador 0 

Guyana 0 

Jamaica  0 

Trinidad  and  Tobago 0 

Unallocated 0 

St.  Kitts  and  Nevis  2 0 

St.  Lucia  2 0 

St.  Vincent  and  Grenadines  2 0 

Suriname 0 

Trinada  and  Tobago 0 

Uruguay 0 

Venezuela  0_ 

Regional  total  265,500 

East  Asia  and  Pacific: 

Cambodia  economic  development 10,000 


0 

0 

125 

0 

125 

0 

0 

150 

0 

150 

0 

0 

100 

0 

100 

0 

0 

300 

0 

300 

10.000        7.970      15,166 


53,900       11,872      28,000 


53,136 


0 

'45,000 

0 

0 

>  145,000 

0 

'  (15,000) 

0 

0 

>  (65,000) 

0 

1  (30.000) 

0 

0 

M50.O00) 

0 

MO) 

0 

0 

M30.000) 

0 

0 

25 

0 

25 

0 

0 

200 

0 

200 

0 

0 

100 

0 

100 

0 

0 

45 

0 

45 

0 

0 

125 

0 

125 

0 

0 

900 

0 

900 

0 

0 

150 

0 

150 

0 

0 

200 

0 

200 

0 

0 

2,000 

0 

2.000 

0 

0 

230 

0 

230 

0 

0 

68 

0 

68 

0 

0 

600 

0 

600 

0 

0 

0 

0 

2,000 

0 

0 

780 

0 

780 

0 

2.700 

1,100 

0 

93.800 

0 

0 

78 

0 

78 

0 

0 

350 

0 

350 

0 

0 

50 

0 

50 

0 

0 

400 

28,000 

43.400 

0 

1.500 

1,000 

0 

10.000 

0 

0 

450 

0 

4.450 

0 

0 

0 

0 

12.000 

0 

0 

500 

0 

500 

0 

0 

100 

0 

29.100 

0 

0 

600 

0 

600 

0 

0 

0 

0 

6,000 

0 

0 

175 

0 

175 

0 

0 

500 

0 

500 

0 

34.700 

0 

0 

34,700 

0 

3(400) 

0 

0 

3(400) 

0 

3(350) 

0 

0 

3(350) 

0 

3(400) 

0 

0 

3(400) 

0 

3(400) 

0 

0 

3(400) 

0 

3(200) 

0 

0 

3(200) 

0 

3(350) 

0 

0 

3(350) 

0 

3(400) 

0 

0 

3(400) 

0 

3  (2,200) 

0 

0 

3(2,200) 

0 

0 

60 

0 

60 

0 

0 

101 

0 

101 

0 

0 

85 

0 

85 

0 

0 

50 

0 

50 

0 

0 

75 

0 

75 

0 

0 

300 

0 

300 

0 

0 

475 

0 

475 

359,272 


10,000 
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Fiscal  Year  1994  Security  Assistance  Programs  Budget 
Authority— by  Region— Continued 

[Dollars  in  thousands] 

^pwT  FMFeonces*.  FMFifMt  MET  PKO  Total 

Korea 0  0  0  200  0  200 

Malaysia 0  0  0  800  0  800 

Mongolia 3.000  0  0  75  0  3.075 

Papua  New  Guinea 0  0  0  125  0  125 

Philippines 10.000  0  7.700  2,000  0  19.700 

Singapore 0  0  0  20  0  20 

Solomon  Islands 0  0  0  50  0  50 

South  Pacific  Tuna  Treaty 14.000  0  0  0  0  14.000 

Southeast  Asia  regional  20,000  0  0  0  0  20,000 

Thailand 0  0  0  1,800  0  1,800 

Sri  Lanka  0  0  0  225  0  225 

Tunisia 3,000  0  2,000  1,000  0  6.000 

West  Bank/Gaza  25,000  0  0  0  0  25.000 

Regional  total  2,081,500  0  3,132,000  7,525  18,000  5.239,025 

Total  country  programs 2,582,000  855,000  3,203,600  42,132  77,166  6,759,898 

Nonrtglonah 

Administrative  costs 0  194  25.558  0  0  25,752 

Demining  and  training 0  0  2,499  0  0  2,499 

DEOB/REOB  authority 0  0  500  0  0  500 

General  costs 0  0  0  368  0  368 

Nonregional  total  0  194  28,557  358  0  29,119 

Total  program  2,582,000  855,194  3,232,157  42.500  77,166  6,789,017 

Financing    for    nonsubsidy    element    of 

concessional  loans 0  -  734,737  0  0  0  -  734,737 

Total  budget  authority 2,582,000  120.457  3.232.157  42,500  77.166  6,054,280 

•  Preliminary  allocation  of  Andean  Narcotics  Initiative  funds 

-  These  countries  comprise  the  Eastern  Caribbean.  Sec  Eastern  Caribbean  narrative  in  section  III  tor  a  discussion  of  specific  country 
programs. 
> Preliminary  allocation  of  Potential  Source  and  Transit  funds. 

Senator  Sarbanes.  Thank  you  very  much. 
General  Allen? 


STATEMENT  OF  LT.  GEN.  TEDDY  G.  ALLEN,  DIRECTOR, 
DEFENSE  SECURITY  ASSISTANCE  AGENCY 

General  Allen.  Mr.  Chairman,  thank  you  very  much  for  allow- 
ing me  to  testify  today.  As  a  followup  to  Under  Secretary  Davis' 
testimony,  I  will  be  discussing  security  assistance  in  the  post-cold 
war  world.  With  your  permission,  I  will  make  a  few  remarks  at 
this  time  and  submit  to  you  a  longer  written  statement  as  well. 

Senator  Sarbanes.  The  written  statement  will  be  included  in  full 
in  the  record,  and  we  would  be  happy  to  hear  your  summary  re- 
marks. 

General  Allen.  Thank  you,  sir. 

There  is  no  question  that  the  world  is  in  a  period  of  great  transi- 
tion. This  administration  acknowledges  these  changes  and  is  in  the 
midst  of  a  review  of  all  our  foreign  aid  programs,  including  military 
assistance,  to  ensure  they  will  support  our  interests  in  this  new 
and  evolving  environment.  While  it  would  be  premature  to  specu- 
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late  on  what  exactly  will  come  out  of  this  process,  I  can  say  that 
I  expect  things  to  be  quite  different. 

The  Department  of  Defense  has  modified  its  strategic  outlook  to 
address  the  new  international  security  environment.  In  the  past  we 
focused  on  the  unitary  threat  posed  by  the  military  power  of  the 
Soviet  Union.  Today,  instead  of  this  single  challenge,  we  must  con- 
tend with  a  more  complex  environment,  one  characterized  by  the 
four  threats  identified  by  Secretary  Aspin.  The  first  of  these 
threats  is  regional,  ethnic,  and  religious  conflict;  second,  the  pos- 
sible failure  or  reversal  of  democratization;  third,  economic  insecu- 
rity; and  the  fourth  threat,  the  proliferation  of  nuclear  weapons. 

The  first  of  these,  regional  conflict,  is  a  threat  with  which  tradi- 
tional security  assistance  has  most  extensively  dealt.  Many  friends 
and  allies  depend  on  U.S.  defense  equipment,  services,  and  training 
to  deter  and,  when  necessary,  defeat  armed  aggression.  Our  pro- 
grams also  facilitate  interoperability  and  defense  cooperation. 

Since,  unfortunately,  numerous  security  threats  and  potential 
flashpoints  remain  in  the  post-cold  war  world,  we  will  continue  to 
need  to  assist  friends  and  allies  in  acquiring  the  capabilities  nec- 
essary for  self-defense  and  collective  security  arrangements.  U.S. 
sales  and  assistance  programs  also  support  other  nations'  abilities 
to  participate  in  international  peacekeeping  and  peacemaking  ac- 
tivities and  in  the  enforcement  of  U.N.  sanctions.  Examples  which 
come  to  mind  include  the  provision  of  small  patrol  boats  to  Bul- 
garia and  Romania  to  enforce  sanctions  on  the  former  Yugoslav  re- 
gublics  and  the  use  of  the  C-130's  purchased  from  the  United 
tates  by  Japan  to  support  peacekeeping  duties  in  Cambodia. 

The  next  threat  we  face  is  a  potential  failure  or  reversal  of  the 
democratization  process  we  have  witnessed  around  the  world  in  the 
last  few  years.  Of  utmost  concern  is  the  success  of  reform  in  the 
former  Soviet  Union  and  Eastern  Europe,  although  we  cannot  af- 
ford to  neglect  the  nurturing  of  democracy  in  other  parts  of  the 
world.  It  is  in  our  moral  and  strategic  interest  to  see  democratic 
reforms  succeed  worldwide. 

One  important  avenue  to  positively  influence  democratic  reforms 
is  through  our  International  Military  Education  and  Training,  the 
IMET  Program,  as  Dr.  Davis  has  alluded  to.  This  program  provides 
instruction  to  thousands  of  military  and  civilian  students  from  over 
100  countries.  Under  our  expanded  IMET  initiative,  foreign  civilian 
and  military  personnel  participate  in  courses  emphasizing  respect 
for  human  rights,  effective  military  justice  systems,  defense  re- 
source management,  and  civilian  control  of  the  military.  This  vear 
the  program  nas  been  further  expanded  to  include  members  of  the 
legislative  branches  of  foreign  governments.  IMET  and  other  con- 
tact programs  are  essential  to  the  President's  policy  of  promoting 
democracy  and  human  rights  abroad. 

The  third  challenge  concerns  our  ability  to  ensure  our  own  eco- 
nomic security. 

Senator  Sarbanes.  Can  I  interrupt?  I  was  not  clear.  What  pro- 
gram has  been  expanded  to  include 

General  Allen.  Legislators? 

Senator  Sarbanes  [continuing].  Legislators  from  abroad? 

General  Allen.  Yes,  sir.  The  IMET  Program,  the  International 
Military  Education  and  Training  Program. 


67-803  0-93-9 


254 

Senator  Sarbanes.  It  is  now  being  used  to  educate  legislators 
from  abroad? 

General  Allen.  Yes,  sir. 

Senator  Sarbanes.  Well,  we  will  address  that  in  the  question  pe- 
riod. Thank  you. 

General  Alien.  Yes,  sir. 

The  third  challenge  concerns  our  ability  to  ensure  our  own  eco- 
nomic security.  While  the  primary  determinants  for  military  sales 
and  assistance  programs  are  the  achievement  of  U.S.  foreign  policy 
goals  and  the  furtherance  of  our  national  security  interests,  U.S. 
economic  interests  cannot  be  set  apart.  We  recognize  that  as  our 
own  defense  spending  decreases,  exports  become  more  important  to 
the  maintenance  of  our  defense  industrial  base.  Consequently,  the 
FMS  Program  can  help  individual  firms  adjust  to  smaller  U.S.  de- 
fense budgets. 

Finally,  the  fourth  threat  Secretary  Aspin  has  identified  concerns 
the  proliferation  of  nuclear  weapons.  While  the  programs  managed 
by  my  agency  are  not  directly  involved  in  these  issues,  the  United 
States  may  in  the  future  provide  specialized  training,  such  as 
courses  offered  by  the  On-site  Inspection  Agency,  to  foreign  coun- 
tries through  our  security  assistance  programs. 

Many  of  our  traditional  security  assistance  programs  continue  to 
be  equally  important  to  our  interest  in  the  post-cold  war  world.  In 
Europe,  for  instance,  Greece,  Portugal,  and  Turkey  remain  vital  to 
U.S.  national  security  interests.  These  countries'  cooperation  is  crit- 
ical to  our  ability  to  project  power  in  defense  of  our  interests  in  the 
region,  including  access  to  oil  and  progress  toward  Middle  East 
peace.  Turkey  and  Greece  are  also  key  to  containing  and  resolving 
conflicts  in  the  Balkans.  All  three  of  the  allies  are  in  the  midst  of 
extensive  defense  modernization  programs,  and  as  we  reduce  our 
security  assistance  programs,  we  need  to  fulfill  commitments  we 
have  made  to  them  to  assist  this  modernization  effort. 

I  believe  that  the  review  of  international  programs  I  discussed 
earlier  will  result  in  a  proposal  to  comprehensively  revise  the  fun- 
damental statutory  authorities  for  our  programs,  the  Foreign  As- 
sistance Act  and  the  Arms  Export  Control  Act.  In  the  meantime, 
we  support  this  year's  more  limited  foreign  aid  authorization  proc- 
ess which  has  already  resulted  in  a  bill  reported  out  of  the  House 
Foreign  Affairs  Committee. 

I  would  like  to  take  a  moment  here  to  thank  the  chairman  for 
his  efforts  and  leadership  2  years  ago  in  guiding  a  proposed  foreign 
aid  authorization  bill  through  the  Senate.  Given  the  fact  that  such 
an  authorization  has  not  been  enacted  since  1985,  there  are  a  num- 
ber of  changes  of  law  that  should  be  made  this  year  to  meet  our 
current  needs. 

I  believe  it  is  important  to  keep  in  mind  that  security  assistance 
can  be  a  timeless  instrument  of  U.S.  foreign  policy  and  national  se- 
curity. As  our  interests  and  policy  objectives  change,  we  will  con- 
tinue to  need  the  ability  to  make  defense  resources  available  to  our 
friends  and  allies.  Security  assistance  helps  support  the  coalition 
relationships  we  will  rely  on  in  the  future. 

I  look  forward  to  working  with  the  committee  on  foreign  aid  au- 
thorization issues  this  year  and  on  a  comprehensive  rewrite  of  leg- 
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islative  authorities  after  the  completion  of  the  administration's  re- 
view of  foreign  aid  programs. 

Mr.  Chairman,  thank  you  very  much. 

[The  prepared  statement  of  General  Allen  follows:] 

Prepared  Statement  of  General  Allen 

Mr.  Chairman,  members  of  the  Committee,  thank  you  for  inviting  me  to  testify 
today.  As  a  follow-up  to  Under  Secretary  Davis'  testimony,  I  will  be  discussing  secu- 
rity assistance  in  the  post-Cold  War  world. 

There  is  no  question  that  the  world  is  in  a  period  of  great  transition.  This  Admin- 
istration acknowledges  the  changes  that  are  occurring,  and  is  in  the  midst  of  a  re- 
view of  all  our  foreign  aid  programs,  including  military  assistance,  to  ensure  they 
will  support  our  interests  in  this  new  and  evolving  environment.  This  review  could 
result  in  significant  changes  in  the  security  assistance  program.  While  it  would  be 

Fremature  to  speculate  on  the  specific  changes  that  will  come  out  of  this  process, 
can  say  that  I  expect  things  will  be  quite  different.  The  Department  of  Defense 
is  fully  supportive  of  this  review. 

The  DoD  has  modified  its  strategic  outlook  to  address  the  new  international  secu- 
rity environment.  In  the  past  we  focused  on  the  unitary  threat  posed  by  the  military 
power  of  the  Soviet  Union.  Today,  instead  of  this  single  challenge,  we  must  contend 
with  a  more  complex  environment,  one  characterized  by  the  four  threats  identified 
by  Secretary  Aspin,  which  I  will  discuss  in  the  order  of  their  relation  to  the  pro- 
grams administered  by  my  agency: 

1)  regional,  ethnic,  and  rehgious  conflicts; 

2)  the  possible  failure  or  reversal  of  democratization; 

3)  economic  insecurity;  and 

4)  the  proliferation  of  nuclear  weapons. 

The  first  of  these,  regional  conflict,  is  the  threat  with  which  traditional  security 
assistance  has  most  extensively  dealt.  Many  friends  and  allies  depend  on  U.S.  de- 
fense equipment,  services,  and  training  acquired  through  these  programs  to  deter 
and,  when  necessary,  defeat,  armed  aggression.  As  demonstrated  in  Operations 
Desert  Shield  and  Desert  Storm,  these  programs  have  generally  been  highly  effec- 
tive. Past  security  assistance  programs  facilitated  interoperability  and  military-to- 
military  cooperation  with  these  countries  and  contributed  to  their  military  readiness 
and  modernization.  The  national  security  derived  from  these  defensive  capabilities 
fosters  an  environment  that  is  conducive  to  the  social,  economic,  and  political 
growth  of  these  countries. 

U.S.  sales  and  assistance  programs  also  allow  allies  and  other  friendly  nations  to 
participate  in  international  peacekeeping/peacemaking  activities  and  in  the  enforce- 
ment of  sanctions  mandated  by  the  United  Nations.  Examples  which  come  to  mind 
include  the  provision  of  small  patrol  boats  to  Bulgaria  and  Romania  to  enforce  sanc- 
tions on  the  former  Yugoslav  republics,  and  the  use  of  C-130s  purchased  from  the 
U.S.  by  Japan  to  support  peacekeeping  duties  in  Cambodia. 

The  next  threat  we  face  is  the  potential  failure  or  reversal  of  the  democratization 
process  we  have  witnessed  around  the  world  in  the  last  few  years.  Of  utmost  con- 
cern to  us  is  the  success  of  reform  in  the  former  Soviet  Union  and  Eastern  Europe, 
although  we  can  not  afford  to  neglect  the  nurturing  of  democracy  in  other  parts  of 
the  world  as  well.  It  is  in  our  moral  and  strategic  interest  to  see  democratic  reforms 
succeed  worldwide.  Failure  to  do  so  could  have  severe  adverse  consequences  for  our 
own  security. 

One  important  avenue  to  positively  influence  democratic  reforms  is  through  our 
International  Military  Education  and  Training  (LMET)  program.  This  program  pro- 
vides instruction  to  thousands  of  military  and  civilian  students  from  over  100  coun- 
tries. Under  our  Expanded  LMET  initiative,  foreign  personnel  participate  in  courses 
emphasizing  respect  for  human  rights,  effective  military  justice  systems,  defense  re- 
source management,  and  civilian  control  of  the  military.  This  year,  the  program  has 
been  further  expanded  to  include  members  of  the  legislative  branches  of  foreign  gov- 
ernments. Because  mititary  estabtishments  are  influential  institutions  in  many 
countries,  our  ability  to  positively  influence  them  through  IMET  and  other  contact 
programs  is  essential  to  the  President's  policy  of  promoting  democracy  and  human 
rights  abroad. 

Of  all  our  security  assistance  programs,  IMET  is  the  one  which  has  undergone 
the  most  changes  in  recent  years.  In  the  past  the  program  emphasized,  to  a  nigh 
degree,  technical  training  on  U.S.  weapon  systems  for  NATO  allies.  Five  years  ago, 
very  few  of  us  would  have  thought  we  would  see  Russian  officers  sit  in  our  War 
Colleges  and  Staff  Colleges  alongside  their  American  counterparts,  as  they  now  do. 
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The  past  year  has  seen  the  EMET  program  fund  defense  resource  management 
training  teams  in  several  former  Warsaw  Pact  countries,  and  a  regional  seminar  in 
Africa  on  the  role  of  the  military  in  a  democracy. 

The  third  challenge  concerns  our  ability  to  ensure  our  own  economic  security.  We 
cannot  separate  our  national  security  interests  from  our  economic  interests.  While 
the  primary  determinants  for  military  sales  and  assistance  programs  are  the 
achievement  of  U.S.  foreign  policy  goals  and  the  furtherance  of  our  national  security 
interests,  U.S.  economic  interests  cannot  be  set  apart.  While  we  will  continue  to  re- 
view carefully  proposed  arms  transfers  to  ensure  that  they  promote,  rather  than  de- 
tract from,  regional  stability,  we  recognize  that,  as  our  own  defense  spending  de- 
creases, defense  exports  become  more  important  to  the  maintenance  of  our  defense 
industrial  base.  Consequently,  the  FMS  program  can  help  individual  firms  adjust 
to  smaller  U.S.  defense  budgets.  Some  of  our  most  important  defense  programs, 
such  as  the  F-15  fighter  and  PATRIOT  air  defense  system,  depend  on  foreign  sales 
to  keep  production  lines  open  and  to  preserve  the  jobs  of  highly  skilled  U.S.  work- 
ers. Foreign  military  sales  also  can  lower  unit  costs  for  DoD  purchases. 

Finally,  the  fourth  threat  Secretary  Aspin  has  identified  is  the  proliferation  of  nu- 
clear weapons,  and  the  security  of  the  nuclear  arsenal  of  the  former  Soviet  Union. 
While  the  programs  managed  by  my  Agency  are  not  directly  involved  in  these  is- 
sues, the  United  States  may,  in  the  future,  provide  specialized  training,  such  as 
courses  offered  by  the  On-Site  Inspection  Agency,  to  interested  foreign  countries 
through  our  security  assistance  programs. 

In  recent  years  the  effectiveness  of  some  security  assistance  programs  has  been 
jeopardized  by  funding  reductions.  Clearly,  it  has  been  appropriate  to  reduce  secu- 
rity assistance  funding  overall  as  the  worldwide  Soviet  challenge  first  receded  and 
then  disappeared,  and  as  a  number  of  traditional  aid  recipients  achieved  a  relatively 
high  level  of  economic  development.  This  was  most  recently  reflected  in  the  Presi- 
dent's FY94  budget  request  for  Foreign  Military  Financing.  However,  the  IMET  pro- 
gram and  FMF,  especially  loans  for  critical  base  rights  allies,  remain  important  in 
achieving  our  foreign  policy  and  national  security  goals. 

There  is  a  view  in  some  circles  that  because  the  Cold  War  is  over,  security  assist- 
ance is  no  longer  important  to  our  interests.  Yet,  it  is  clear  that  the  post-Cold  War 
world  is  filled  with  conflict  and  uncertainty,  that  there  remain  many  demands  upon 
our  own  forces,  and  that  there  is  a  continued,  if  not  increased,  reliance  on  coalition 
arrangements  to  respond  to  these  dangers.  As  long  as  this  is  the  case,  security  as- 
sistance can  help  to  support  coalition  relationships  and  enable  coalition  partners  to 
contribute  more  of  their  troops,  so  we  need  less  of  our  own.  We  should  recognize 
that  a  dollar  spent  on  security  assistance  can  be  as  effective  as  a  dollar  spent  on 
our  defense  budget. 

Many  of  our  traditional  security  assistance  partners  continue  to  be  equally  impor- 
tant to  our  interests  in  the  post-Cold  War  world,  though  in  some  cases  our  interests 
are  different.  In  Europe,  Greece,  Portugal,  and  Turkey  remain  vital  to  U.S.  national 
security  interests.  These  countries'  cooperation,  including  base  access  and  overflight 
privileges,  are  critical  to  our  ability  to  project  power  in  defense  of  our  interests  in 
the  region,  which  include  reliable  oil  supplies  and  progress  toward  Middle  East 
peace.  Turkey  contributes  substantially  by  its  pivotal  role  in  the  enforcement  of 
UNSC  resolutions,  including  its  hosting  of  coalition  forces  patrolling  northern  Iraq 
as  a  part  of  Operation  Provide  Comfort  and  its  closure  of  an  Iraqi  pipeline.  Turkey 
and  Greece  play  critical  roles  in  containing  and  resolving  conflict  in  the  Balkans, 
and  Turkey  is  also  key  to  resolving  the  conflict  in  the  Caucasus. 

The  cooperation  of  these  countries  in  such  volatile  matters  is  to  a  large  extent  a 
function  of  their  confidence  in  their  own  defense  capabilities  and  in  U.S.  support. 
Our  security  assistance  programs  play  a  very  important  role  in  giving  these  coun- 
tries that  confidence.  All  three  of  them  are  in  the  midst  of  extensive  modernization 
programs,  centered  around  the  acquisition  of  F-16  aircraft.  As  we  reduce  security 
assistance  programs  for  these  allies,  we  need  to  fulfill  commitments  we  have  made 
to  assist  their  defense  modernization. 

The  objective  of  creating  a  lasting  peace  settlement  in  the  Middle  East  depends 
to  a  high  degree  on  ensuring  the  security  of  our  friends  in  the  region.  Israel  has 
developed  the  means,  through  its  own  determined  efforts  and  our  security  assist- 
ance program,  to  defend  itself  militarily  and  maintain  a  qualitative  technological 
edge  over  its  adversaries.  Similarly,  our  security  assistance  nas  permitted  Egypt  to 
make  substantial  progress  in  modernizing  its  forces,  long  equipped  with  mostly  ob- 
solete Soviet  equipment.  Our  modest  security  assistance  programs  with  Jordan  con- 
tribute to  that  country's  helpful  role  in  the  peace  process.  U.S.  foreign  military  sales 
to  Saudi  Arabia  to  a  large  extent  created  the  infrastructure  that  enabled  coalition 
forces  to  rapidly  and  effectively  deploy  during  the  Gulf  War,  and  continue  to  assist 
the  modernization  of  Saudi  forces  that  can  act  as  a  counterweight  to  Iraq  and  Iran. 
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Security  assistance  also  plays  an  important  part  in  our  counternarcotics  efforts. 
International  narcotrafficking  is  a  continuing  threat  to  U.S.  national  security  and 
the  sovereignty  of  democracies  throughout  Latin  America.  Our  programs,  which  in- 
clude grant  funding  of  equipment  purchases  and  counternarcotics-related  training 
under  IMET,  play  an  important  role  in  enabling  governments  like  Colombia  to  resist 
powerful  drug  lords  ana  prevent  their  political  and  judicial  systems  from  coming 
under  the  control  of  these  syndicates.  Moreover,  the  security  assistance  contribution 
to  the  counternarcotics  effort  reinforces  the  command  channels  that  strengthen  civil- 
ian control  over  the  host  nation's  military  and  law  enforcement  agencies.  Our  pro- 
grams enhance  multinational  cooperation  and  foster  the  institution  building  critical 
to  stabilizing  evolving  democracies.  Therefore,  our  programs  not  only  combat  our  do- 
mestic drug  problem,  which  is  their  primary  mission,  but  also  help  strengthen 
democratic  governments  abroad. 

Security  assistance  helps  meet  several  other  challenges  of  the  post-Cold  War 
world.  In  El  Salvador,  these  programs  are  contributing  to  the  successful  implemen- 
tation of  the  peace  accords,  by  helping  in  the  reorganization  and  downsizing  of  the 
Salvadoran  military.  In  Africa,  our  programs  contributed  to  a  variety  of  peacekeep- 
ing/peacemaking operations  and  to  nation-building  and  environmental  protection 
throughout  the  continent.  Strong  military-to-military  relations  are  being  built 
through  IMET  programs  with  most  of  Eastern  Europe  and  several  former  Soviet  re- 

fiublics.  Our  programs  also  maintain  useful  defense  relations  with  traditional 
riends  and  allies  such  as  Morocco,  Tunisia,  and  the  Philippines. 

I  believe  that  the  Administration's  review  of  international  programs  and  resources 
which  I  discussed  earlier  will  result  in  an  Administration  proposal  to  comprehen- 
sively revise  the  fundamental  statutory  authorities  for  our  programs,  the  Foreign 
Assistance  Act  and  the  Arms  Export  Control  Act.  In  the  meantime,  we  fully  support 
this  year's  more  limited  foreign  aid  authorization  process,  which  has  already  re- 
sulted in  a  bill  reported  out  of  the  House  Foreign  Affairs  Committee.  I  would  like 
to  take  a  moment  here  to  thank  the  Chairman  for  his  efforts  and  leadership  2  years 
ago  in  guiding  a  proposed  foreign  aid  authorization  bill  through  the  Senate.  Given 
the  fact  that  such  an  authorization  has  not  been  enacted  since  1985,  the  significant 
changes  in  the  world  since  then,  and  the  budget  constraints  we  now  face,  there  are 
a  number  of  changes  to  law  that  should  be  made  this  year  to  meet  our  current 
needs.  We  need  to  rationalize  security  assistance  legislative  authorities,  and  in- 
crease the  Administration's  flexibility  in  utilizing  available  resources  while  ensuring 
that  the  Congress  maintains  its  statutory  oversight  role. 

We  will  also  need  to  eventually  address  the  issue  of  nonrecurring  cost  recoupment 
charges.  One  of  the  last  acts  of  the  previous  Administration  was  to  eliminate 
recoupment  charges  for  all  future  direct  commercial  sales  (DCS),  leaving  only  the 
statutory  recoupment  requirement  for  government-to-government  sales  ofmajor  de- 
fense equipment  in  force.  For  the  first  time  in  over  two  decades  there  exists  an  in- 
consistent recoupment  policy  for  FMS  and  DCS.  This  unbalanced  situation  is  confus- 
ing to  industry  and  foreign  countries.  Moreover,  it  disadvantages  the  numerous 
countries  who  prefer  or,  in  a  few  cases,  are  required,  to  make  purchases  of  U.S.  arti- 
cles and  services  through  the  government-to-government  FMS  system.  The  Adminis- 
tration is  now  determining  how  best  to  address  this  issue,  and  we  hope  to  be  able 
to  make  a  recommendation  to  you  soon  on  this  matter. 

I  believe  it  is  most  important  to  keep  in  mind  that  security  assistance  can  be  a 
timeless  instrument  of  U.S.  foreign  policy  and  national  security.  Our  interests  and 
our  policy  objectives  will  change  as  our  country  and  the  international  security  envi- 
ronment change — as  is  happening  now — but  we  will  continue  to  need  the  ability  to 
make  U.S.  defense  articles  and  services  and  other  security  assistance  resources 
available  to  friends  and  allies  to  achieve  common  security  objectives.  Today  and  for 
the  foreseeable  future,  we  will  rely  on  coalition  responses  to  the  varied  threats  and 
violence  of  the  post-Cold  War  world.  Security  assistance  helps  support  these  coali- 
tion relationships.  Our  challenge,  therefore,  is  to  most  effectively  employ  the  instru- 
ment, and  to  not  allow  it  to  corrode  from  neglect. 

I  am  pleased  that  the  Administration  and  Congress  are  working  together  now  to 
revitalize  our  foreign  aid  programs,  including  security  assistance.  I  look  forward  to 
working  with  the  Committee  on  foreign  aid  issues  for  this  year,  and  on  a  com- 
prehensive rewrite  of  legislative  authorities  after  the  completion  of  the  Administra- 
tion's review  of  foreign  aid  programs.  Mr.  Chairman,  members  of  the  Committee, 
thank  you  again. 

Senator  Sarbanes.  Well,  thank  you  all  very  much. 
The  first  question  I  want  to  ask  is  am  I  correct  in  my  perception 
that  economic  considerations  are  becoming  a  sufficient  base  for 
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arms  sales?  The  Office  of  Technology  Assessment  in  a  June  1991 
report  noted  with  alarm  that  "a  distinctly  economic  component  has 
entered  U.S.  international  military  sales  policies  in  recent  years." 
The  testimony  I  have  heard  here  this  morning  seems  to  support 
this  trend. 

While  we  are  cutting  back  on  defense  for  good  reasons,  some 
make  the  argument  in  this  country  that  we  ought  to  maintain  de- 
fense reductions  simply  as  a  jobs  program.  But  most  people  say  no, 
we  ought  to  have  a  transition  program,  a  conversion  program,  and 
not  simply  be  producing  weaponry  for  jobs  purposes  if  we  do  not 
need  it  for  security  purposes.  We  ought  to  find  some  other  way  to 
put  people  to  work. 

But  I  take  it  you  are  using  military  sales  as  a  jobs  program.  Is 
that  correct? 

Ms.  Davis.  Mr.  Chairman,  I  think  it  is  somewhat  more  com- 
plicated than  you  might  suggest  by  your  question.  The  Secretary 
has  been  quite  clear  in  suggesting  tnat  our  arms  sales  policies  need 
to  be  focused  on  the  security  requirements  of  our  friends  and  our 
allies,  and  that  that  is  how  we  think  about  the  sales  of  weapons 
and  our  concerns  that  sales  of  weapons  be  carefully  administered 
with  those  sights  in  mind.  At  the  same  he  has  recognized  the  need 
to  support  American  business  and  to  balance  out  those  objectives. 
So,  in  balancing  those,  we  come  to  an  overall  policy  and  set  of 
views. 

But  I  think  it  would  be  unfair  to  say  that  one  would  dominate 
or  that  it  is  just  simply  for  keeping  jobs.  Your  broader  set  of  goals, 
that  is,  that  we  move  from  a  focus  on  weapons  and  convert  into 
other  kinds  of  activities,  is  the  longer  term  goal  of  the  Clinton  ad- 
ministration. 

Senator  Sarbanes.  Well,  that  does  not  seem  to  square  with  the 
facts.  Let  me  read  you  this  article  out  of  Defense  News  of  June  14- 
20. 

U.S.  Defense  Exports  Approach  Record  High 

Finalized  sales  of  U.S.  defense  equipment  are  expected  to  hit  an  all-time  high  of 
$26.4  billion  and  may  reach  $30  billion  by  September,  the  end  of  the  1993  fiscal 
year.  The  last  highest  year  for  U.S.  defense  exports  was  1991  when  the  United 
States  sold  $23.8  billion.  The  sales  figure  represents  letters  of  offer  and  acceptances 
that  have  been  signed  by  the  United  States  and  the  purchasing  country. 

Now,  if  you  hit  $30  billion  by  the  end  of  this  fiscal  year  and  the 
highest  previous  year  was  just  under  $24  billion,  that  is  an  in- 
crease of  25  percent.  That  is  a  very  significant  increase,  isn't  it? 

Ms.  Davis.  That  increase  is  reflected  in  large  part,  Mr.  Chair- 
man, by  five  specific  sales  to  countries  in  the  Persian  Gulf  region, 
supported  by  this  administration,  but  actually  concluded  by  the 
previous  administration,  to  Saudi  Arabia  and  to  Kuwait.  So,  the 
specific  goals  of  those  sales  occurred  in  the  aftermath  of  the  Per- 
sian Gulf  war  and  the  need  to  build  security  and  confidence  among 
those  countries  who  were  our  allies  and  whom  we  would  wish  to 
feel  secure  and  strengthened  in  the  aftermath  of  that  particular 
conflict.  So,  I  think  it  is  important,  when  you  look  at  statistics,  to 
then  move  from  the  statistics  to  the  particular  cases  and  to  see  the 
rationale  and  reasons  why  those  were  important  sales  and  impor- 
tant goals  for  those  particular  sales. 
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Senator  Sarbanes.  Were  the  sales  to  Taiwan  an  important  part 
of  that  figure? 

Ms.  Davis.  The  sales  to  Taiwan  are  an  important  part  of  that  fig- 
ure, one  of  the  five  major  cases. 

General  Allen.  $6  billion  of  that. 

Senator  Sarbanes.  What  is  the  rationale  for  that? 

Ms.  Davis.  I  think  as  we  look  at  our  commitments  to  Taiwan  and 
the  commitments  made  in  the  late  1970's  and  early  1980's  and  how 
we  see  the  continuation  of  the  modernization  of  the  various  parts 
of  the  defensive  needs  of  that  country,  that  the  Bush  administra- 
tion and  subsequently  the  Clinton  administration  support  the  sales 
of  those  F-16's  to  Taiwan. 

Senator  Sarbanes.  That  is  not  being  driven  as  an  economic  sale? 

Ms.  Davis.  In  my  view  it  has  not  Deen  driven  as  an  economic 
sale.  There  are  considerations  brought  to  bear  in  that  sale  that  go 
to  some  economic  goals,  but  the  primary  rationale  for  that  sale  is 
a  larger  and  broader  set  of  rationales  having  to  do  with  our  rela- 
tionship and  commitments  to  Taiwan. 

Senator  Sarbanes.  I  am  now  quoting  from  the  report  Global 
Arms  Trade,  Congress  of  the  United  States,  Office  of  Technology 
Assessment,  finding  3. 

A  distinctly  economic  component  has  entered  U.S.  international  military  sales 

f»olicies  in  recent  years.  In  a  departure  from  longstanding  practice,  high  ranking  of- 
icers  of  the  U.S.  Army  and  Air  Force  have  recently  advocated  foreign  sales  of  U.S. 
equipment,  including  M-l  tanks  and  F-16  fighter  aircraft,  as  a  means  of  increasing 
production,  to  keep  lines  open,  or  to  reduce  the  unit  price.  In  addition,  direct  com- 
mercial sales,  deliveries  which  do  not  involve  the  U.S.  Government  as  an 
intermediary  buyer,  have  increased  dramatically. 

Then  they  have  a  chart,  which  you  probably  won't  be  able  to  see 
from  there,  that  shows  exactly  that  dramatic  increase  in  direct 
commercial  sales.  What's  at  work  here? 

General  Allen.  Mr.  Chairman,  if  I  might  add  a  comment  on  this. 
Our  primary  focus,  if  you  will,  for  foreign  military  sales  and  assist- 
ance is  for  foreign  policy  reasons  and  enhancing  our  national  secu- 
rity objectives.  The  spinoff  obviously  is  a  benefit  to  our  economic 
base,  our  defense  industry.  If  you  take  a  look  at  the  $23  billion  that 
you  quoted,  $24  billion  in  fiscal  year  1991,  $12  billion  of  that  was 
by  one  country  because  of  the  Persian  Gulf  buildup.  If  you  take  a 
look,  as  Dr.  Davis  said  previously  too,  at  the  $26  billion  that  we 
have  signed  up  already  in  this  year,  five  sales  account  for  78  per- 
cent of  that.  The  sales  for  the  F-15  to  Saudi  Arabia  and  the  F-16's 
to  Taiwan  made  by  the  previous  administration  are  carried  over 
into  the  data  for  this  fiscal  year.  So,  yes,  it  has  been  a  big  year  for 
our  industry,  but  that  is  not  a  driving  factor  as  far  as  the  sales  of 
military  goods  and  services. 

Senator  Sarbanes.  Well,  I  am  going  to  yield  here  to  Senator 
Brown  in  a  minute  and  come  back. 

Obviously,  the  language  is  changing.  It  is  reported,  Secretary 
Davis,  that  you  sought  to  put  two  paragraphs  into  a  cable  from  the 
Secretary  elaborating  on  the  need  for  our  Embassies  abroad  to 
push  defense  sales,  and  that  that  did  not  end  up  in  the  final  cable. 
Is  that  a  correct  report? 

Ms.  Davis.  This  is  a  report  in  Defense  News  I  believe.  It  suggests 
there  was  some  writing  and  drafting  of  a  cable  that  the  Secretary 
was  preparing  to  send  out  to  his  Embassies,  as  he  himself  has  tes- 
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tified,  in  support  of  American  business,  and  this  is  not  simply  on 
the  nondefense  side,  but  on  the  strategic  trade  side  as  well.  So,  we 
included  both  of  those  activities  in  that  cable.  The  actual  drafting 
of  those  paragraphs  I  don't  in  my  mind  understand  what — I  don't 
know  what  they  are  referring  to.  I  just  know  that  the  Secretary  has 
sent  this  cable  in  which  he  has  supported  both  strategic  trade  and 
commercial  trade  on  behalf  of  American  business. 

Senator  Sarbanes.  Well,  of  course,  we  want  to  encourage  com- 
mercial trade  as  an  absolute  good.  We  want  to  export  goods.  Cor- 
rect? In  the  civilian  sector,  commercial  goods. 

Ms.  Davis.  Right. 

Senator  Sarbanes.  Now,  do  we  want  to  do  the  same  thing  with 
military  goods? 

Ms.  Davis.  I  think  consistent  with  what  we  have  each  been  say- 
ing as  to  our  overall  foreign  policy  and  security  goals,  that  is  con- 
sistent with  that.  That  is,  in  a  sense,  when  those  two  come  to- 
gether, then  we  will  be  supporting  it. 

Senator  Sarbanes.  But  there  is  a  perception  that  they  are  not 
coming  together  or  that  the  threshold  has  been  significantly  low- 
ered. In  other  words,  we  have  a  much  lower  threshold  in  making 
the  security  and  foreign  policy  judgments  because  you  have  raised 
the  stakes  on  the  economic  side. 

Ms.  Davis.  I  think  it  is  more  of  a  balancing  is  the  way  I  see  it, 
and  you  look  at  the  individual  cases  and  you  look  at  our  security 
and  foreign  policy  goals  and  you  see  how  they  can  be  served  at  the 
same  time  by  our  economic  goals.  If  they  come  into  conflict,  as  they 
will,  specific  cases  will  almost  certainly  be  overruled  by  our  foreign 
policy  goals.  So,  I  think  that  is  the  way  to  think  about  it.  Rather 
than  one  taking  priority  over  the  other,  in  each  individual  case  we 
try  to  balance  those  two. 

Senator  Sarbanes.  There  is  a  growing  perception  that  that's  not 
what  is  at  work,  but  I  will  come  back  to  it.  I  yield  to  Senator 
Brown. 

Senator  Brown.  Thank  you,  Mr.  Chairman. 

Secretary  Davis,  I  appreciate  your  being  here  this  morning,  and 
I  appreciate  also  that  a  portion  of  what  you  present  today  is  built 
on  the  past  and  while  you  assume  that  burden,  the  past  is  not  al- 
ways your  preference  in  terms  of  priorities. 

I  note  in  the  general's  remarks  a  comment  that  the  security  as- 
sistance has  been  effective  in  defeating  armed  aggression,  and  he 
cites  as  an  example  both  Desert  Shield  and  Desert  Storm. 

The  country  of  Jordan  is,  of  course,  listed  in  your  recommenda- 
tions. What  side  of  that  conflict  was  Jordan  on? 

Ms.  Davis.  Jordan  was  not  supporting  the  side  of  the  U.N.  in 
that  conflict. 

Senator  Brown.  Your  recommendation  includes,  if  I  am  reading 
it  correctly,  $10  million  in  economic  assistance  for  Jordan,  $9  mil- 
lion in  foreign  military  financing  which,  as  I  understand,  is  basi- 
cally grants.  Is  that  a  fair  way  to  describe  it? 

Ms.  Davis.  That  is  correct. 

Senator  Brown.  And  $1,800,000  in  IMET  assistance.  So  together 
a  package  of  some  $20.8  million  for  Jordan. 

Ms.  Davis.  That  is  correct. 
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Senator  Brown.  If  Jordan  not  only  was  not  supportive  in  this  ef- 
fort to  defeat  armed  aggression,  but  in  fact  espoused  opposition  to 
our  activity,  which  I  understand  is  the  case,  why  is  it  we  appear 
to  be  rewarding  them  with  the  substantial  amount  of  military  as- 
sistance? Well,  security  assistance  perhaps  is  the  way  to  describe 
it. 

Ms.  Davis.  Let  me  describe  our  interests  in  Jordan  in  the  context 
of  promoting  peace  and  maintaining  democracy.  That  is  how  we  see 
the  future  tor  Jordan  and  how  we  see  the  future  goals  of  the  Clin- 
ton administration  in  trying  to  bring  peace  to  the  Middle  East.  So, 
it  is  in  that  context  that  we  would  wish  to  support  the  possibility 
of  funding  for  Jordan. 

A  condition  of  that  will  be  their  continued  carrying  out  of  the  res- 
olutions of  the  U.N.  with  respect  to  Iraa  and  the  sanctions  that  are 
in  place  against  Iraq,  and  second,  that  tney  become  and  are  partici- 
pating in  the  Middle  East  peace  process,  in  our  view  a  very  signifi- 
cant goal  of  this  administration.  So,  it  is  not,  as  you  suggested,  a 
reward  for  past  policies,  but  part  of  a  policy  that  we  wish  to  move 
to  into  the  future  with  respect  to  peace  in  that  important  part  of 
the  world. 

Senator  Brown.  The  quote  I  had  was  from  the  general.  Maybe 
he  does  not  speak  for  the  administration,  and  maybe  Desert  Storm 
and  Desert  Shield  are  not  the  only  standards  you  use  to  judge  this 
by.  They  may  be  merely  one. 

But  do  you  think  it  is  unfair  to  describe  this  as  a  reward  for  op- 
posing American  policy? 

Ms.  Davis.  I  do  think  it  is  unfair  to  pose  it  as  a  reward,  and  I 
will  ask  General  Allen  to  speak  as  well  because  he  does  speak  for 
this  administration,  as  I  do. 

I  just  think  you  need  to  think  about  the  future  of  Jordan  in  the 
context  of  our  future  goals  in  the  Middle  East  peace  process  con- 
sistent with  their  current  policies  in  support  of  the  U.N.  with  re- 
spect to  Iraq. 

Senator  Brown.  Let  me  just  give  you  an  observation.  Perhaps 
the  general  has  a  different  view  on  it,  but  I  can  tell  you  that  when 
we  ask  somebody  to  put  the  uniform  of  the  United  States  on  and 
go  into  combat,  then  we  turn  around  and  give  arms  and  ammuni- 
tion to  the  people  who  opposed  our  troops  in  the  field  or  gave  aid 
and  assistance  to  the  people  who  opposed  our  troops  in  the  field, 
I  think  that  is  wrong.  I  said  that  about  the  Bush  administration, 
and  I  think  it  is  wrong  whether  it  is  under  the  Clinton  administra- 
tion or  Bush  administration. 

It  is  one  of  those  areas  I  hope  the  administration  would  give 
some  thoughts  to  because  I  think  we  have  an  obligation  to  people 
who  serve  this  country  in  combat.  It  may  be  convenient  from  a  dip- 
lomatic point  of  view  to  hand  out  money  to  somebody  who  was  on 
the  other  side  when  we  sent  our  troops  into  war,  but  I  don't  think 
it  is  either  moral  or  correct  or  right  and  I  think  it  is  a  breach  of 
the  kind  of  commitment  we  owe  the  people  who  serve  this  country. 

General  Allen.  Let  me  just  say  from  a  military  perspective,  Sen- 
ator Brown,  that  the  Jordanian  military  is  a  very  professional 
force.  Our  military  contacts  are  very  important.  We  need  to  con- 
tinue to  nurse  those.  That  is  the  reason  the  IMET  Program  is  so 
important,  the  $1.8  million  that  you're  talking  about,  that  is,  to 
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bring  their  young  officers  into  the  United  States  and  let  them  get 
a  taste  of  American  values  and  our  training  system  and  go  back. 
The  $9  million  we  are  asking  for  in  the  FMF  is  primarily  to  sup- 
port the  American  equipment  they  have  had  on  the  ground  over 
there  for  some  time,  repair  parts  and  things  like  that. 

So,  we  believe  instead  of  punishing,  if  you  will,  the  entire  mili- 
tary for  a  Government  decision  back  during  Desert  Shield  and 
Desert  Storm,  that  it  is  time  to  try  to  work  with  them  as  they  help 
us  with  the  peace  process. 

Senator  Brown.  Well,  it  was  mentioned  I  guess  U.N.  resolutions 
with  regard  to  sanctions.  Madam  Secretary,  is  it  your  view  that 
Jordan  has  complied  with  those  sanctions? 

Ms.  Davis.  Well,  we  follow  that  very  carefully,  Senator,  and  I 
would  like  to  say  that  our  policies  are  that  these  programs  are  with 
Jordan,  as  long  as  they  are  complying,  and  take  for  the  record  as 
of  today  our  specific  views  as  of  this  moment.  My  understanding 
is  that  they  are  currently  complying,  but  we  watch  that  daily  and 
I  would  like  to  just  be  absolutely  sure  that  as  of  today  we  still  be- 
lieve that. 

Senator  Brown.  Let  me  ask  it  a  different  way  then.  Is  it  your 
view  that  they  have  complied  with  those  sanctions  the  last  2  years? 

Ms.  Davis.  I  think  again  I  would  like  to  take  the  specifics  for  the 
record,  but  there  have  been  questions  about  this.  Therefore,  I  think 
more  importantly  our  request  for  Jordan  and  this  program  is  that 
they  are  in  compliance  with  those  resolutions. 

Senator  Brown.  I  may  not  be  asking  it  correctly.  Let  me  try  one 
more  time.  My  understanding  from  a  variety  of  sources  is  that  they 
are  not  complying,  that  they  have  allowed  those  sanctions  to  be 
breached.  Is  that  incorrect,  or  have  they  complied  in  the  last  2 
years?  Or  is  it  just  today  they  are  complying? 

Ms.  Davis.  Again,  I  would  like  to  take  the  specifics  for  the 
record.  I  understand  that  there  have  been  questions  raised  about 
their  compliance  and  I  have  reason  to  believe  that  they  have  not 
complied  in  every  respect,  but  again  I  am  making  a  different  pro- 
posal with  respect  to  the  request  for  the  future. 

[The  following  was  submitted  for  the  record: 

The  GOJ  continues  to  make  a  reasonable  effort  to  enforce  UN-mandated  sanctions 
against  Iraq.  The  flow  of  contraband  across  Jordan's  border  with  Iraq  is  below  levels 
oi  a  year  ago.  Lapses  in  enforcement  of  the  improved  sanctions  regime  which  the 
GOJ  implemented  late  last  summer  generally  have  been  corrected  when  pointed  out 
to  senior  government  officials.  The  government  has  begun  to  initiate  legal  proceed- 
ings against  sanctions  violators  and  has  shared  with  us  information  which  is  help- 
ing us  stem  fraudulent  use  of  UN  approval  documents.  While  some  illicit  goods  un- 
doubtedly enter  Iraq  via  Jordan,  we  have  no  hard  evidence  that  this  occurs  with 
the  complicity  of  the  Jordanian  government. 

We  will  continue  to  engage  the  Jordanian  government  at  the  highest  levels  on  the 
importance  of  a  sustained  commitment  to  Iraqi  sanctions. 

Senator  Brown.  Are  you  in  favor  of  conditioning  this  assistance 
upon  their  full  compliance  with  U.N. 

Ms.  Davis.  It  is  our  expectation  that  they  would  be  complying 
with  these  resolutions  as  we  move  forward  with  this  program. 

Senator  Brown.  I'm  sorry.  That  wasn't  what  I  asked.  What  I 
asked  was,  are  you  in  favor  of  conditioning  this  assistance  on  their 
compliance. 
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Ms.  Davis.  I  thought  that  is  how  I  was  answering  it,  but  if  you 
would  wish  for  me  to  say  am  I  in  favor  of  conditioning  this  assist- 
ance on  satisfactory  enforcement  efforts  by  the  Government  of  Jor- 
dan, I  would  say  that  would  be  my  recommendation. 

Senator  Brown.  Well,  I  appreciate  that  because  I  think  it  puts 
some  real  teeth  in  it  if  we  do  it  that  way.  I  must  tell  you  I  do  not 
say  this  from  a  partisan  point  of  view.  The  chairman  may  have  a 
different  view  than  I  do,  but  my  impression  is  the  previous  admin- 
istration had  information  that  they  were  not  complying  with  the 
sanctions  and  continued  to  advocate  assistance  to  them  even 
though  they  were  not  complying  with  the  sanctions.  That  I  consider 
to  be  a  mistake  and  it  is  a  mistake  if  you  share  my  view.  It  is  a 
mistake.  My  hope  is  that  the  current  administration  will  not  repeat 
it. 

Let  me  draw  your  attention,  if  I  could,  to  the  assistance  that  is 
proposed  for  Egypt.  As  I  read  the  breakout  here,  it  is  $815  million 
next  year  in  economic  support,  $1.3  billion  for  foreign  military  fi- 
nancing, IMET,  $1.8  million. 

As  I  look  at  the  problems  Egypt  faces,  though,  my  impression  is 
their  primary  problem  is  one  of  economics,  not  of  military.  Would 
you  agree  with  that  assessment?  Would  you  disagree?  What  would 
your  view  be  on  their  primary  problem? 

Ms.  Davis.  Well,  they  face  considerable  economic  problems,  and 
if  I  were  the  President  of  Egypt  that  would  be  very  much  on  my 
mind  as  my  priority.  So,  I  would  agree  with  you,  Senator  Brown. 

Senator  Brown.  I  just  wonder  about  it.  I  see  that  we  are  near 
the  end  of  the  time,  Mr.  Chairman,  but  the  reason  I  bring  it  up 
is  one  alternative  I  think  the  committee  has  to  look  at  is  the  ques- 
tion of  shifting  some  of  the  assistance  out  of  the  military  category 
into  the  economic  category.  I  appreciate  the  total  amount  of  assist- 
ance is  a  sensitive  question,  but  it  strikes  me  that  it  may  well  be 
that  economic  support  is  more  beneficial  to  the  entire  region  of  the 
world.  I  don't  know  if  you  have  observations  about  that  adjustment 
in  where  the  assistance  goes. 

Ms.  Davis.  Well,  as  you  know,  we  are  committed  to  the  levels 
that  are  shown  here,  which  are  levels  of  this  year  into  next  year. 
At  the  same  time,  it  is  very  important  that  the  security  part  of  this 
relationship  and  for  Egypt  and  for  the  other  countries  in  the  over- 
all Middle  East  peace  process  be  assured.  So,  I  would  not  want  to 
tamper  with  that  aspect  and  that  symbol  of  how  important  that  di- 
mension is  to  our  relationship  and  to  our  support  for  that  country. 

Senator  Brown.  Thank  you,  Mr.  Chairman. 

Senator  Sarbanes.  I  am  curious.  Do  we  have  a  Government  pol- 
icy that  seeks  to  discourage  Russia  and  the  Eastern  European 
countries  from  selling  arms  in  the  Third  World? 

Ms.  Davis.  Our  goals  with  respect  to  the  new  countries  of  the 
former  Soviet  Union  and  Eastern  Europe  is  for  them  to  think  about 
arms  sales  along  the  lines  that  we  try  to  think  about  arms  sales, 
and  that  is  there  are  certain  countries  in  the  world  which  we  would 
wish  to  deny  the  sales  of  arms.  There  are  countries  which  we  be- 
lieve could  become  quite  dangerous  or  are  already  dangerous  in  the 
world,  and  we  seek  to  win  their  support  for  constraints  and  limits 
on  arms  to  those  countries.  So,  the  policy  is  to  try  to  gain  the  sup- 
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port  of  these  new  states  to  the  same  kind  of  goals  and  criteria  that 
we  bring  to  bear  in  our  own  sales  of  arms.  The  answer  is  yes. 

Senator  Sarbanes.  Well,  I  thought  our  policy  was  somewhat 
broader.  I  thought  it  was  to  try  to  discourage  them  from  trying  to 
meet  their  economic  problems  at  home  by  shifting  significantly  into 
arms  sales  abroad.  Is  that  not  correct? 

Ms.  Davis.  In  discussions  between  President  Yeltsin  and  Presi- 
dent Clinton,  President  Yeltsin  has  made  the  argument  that  given 
their  needs  for  development  and  reform,  we  ought  to  encourage  and 
help  in  the  sales  of  arms  outside  in  order  to  gain  hard  currency  for 
their  development.  The  position  of  the  Clinton  administration  is 
that  we  are  not  out  to  divide  up  the  world  in  terms  of  arms  sales 
and,  indeed,  would  wish  not  to  encourage  arms  sales  to  dangerous 
countries,  particularly  to  Iran,  and  to  try  to  move  the  Russians  and 
the  other  newly  independent  states  to  make  the  kinds  of  conver- 
sions that  we  talked  about  of  their  own  defense  industrial  complex 
and  to  see  their  reform  processes  not  based  on  the  sales  of  arms 
around  the  world. 

Senator  Sarbanes.  All  right.  Now  given  that,  how  can  we  argue 
that  to  them?  We  are  making  the  same  argument  to  Slovakia  and 
to  the  Czech  Republic  and  so  forth,  are  we  not? 

Ms.  Davis.  We  have  made  that  argument,  yes. 

Senator  Sarbanes.  Well,  how  can  we  make  that  argument  with 
a  straight  face  when  in  1990  the  United  States  became  the  largest 
supplier  of  weapons  to  the  Third  World,  accounting  for  nearly  60 

{>ercent  of  all  arms  transfers,  and  then  went  on  to  account  for  near- 
y  60  percent  of  all  arms  transfer  agreements  with  Third  World 
countries  in  1991?  The  CRS  has  done  a  study  that  the  overall  value 
of  U.S.  arms  transfer  agreements  with  the  Third  World  and  the 
percentage  of  U.S.  conventional  arms  transfers  that  went  to  the 
Third  World  has  risen  dramatically.  How  do  we  do  that  and  then 
tell  them  they  ought  not  to  do  it? 

Ms.  Davis.  Well,  in  those  sales  we  have  tried  ourselves  to  place 
the  criteria  that  I  have  just  discussed  and  to  regulate  and  be  care- 
ful as  to  how  we  see  those  sales  to  what  kinds  of  countries.  So,  I 
was  essentially  making  the  same  case  for  the  ways  we  seek  to  con- 
strain and  find  countries  where  we  would  be  willing  to  sell. 

The  second  point  that  we  make  to  the  Russians  and  the  other 
newly  independent  states  is  that  it  is  a  free  market  out  there.  So, 
for  those  responsible  countries  and  those  countries  where  security 
requires  some  requirements  for  the  sales  of  arms,  then  we  see  no 
reason  why  it  should  not  be  American  arms  rather  than  other 
arms. 

Senator  Sarbanes.  Well,  of  course,  they  are  going  to  say  you 
make  up  the  list  and  then  you  monopolize  it.  We  are  going  to  have 
a  different  list.  Aren't  they  going  to  say  that?  Arent  they  doing 
that  as  a  matter  of  fact? 

Ms.  Davis.  They  are  trying  to  make  the  case,  and  I  was  trying 
to  give  you  our  arguments  back. 

Senator  Sarbanes.  Senator  Murkowski. 

Senator  Murkowski.  You  sound  a  little  perplexed,  Mr.  Chair- 
man. 

I  would  like  to  go  back  to  the  Taiwanese  defense  sales.  I  under- 
stand you  have  had  some  discussion,  so  hopefully  I  will  not  be  re- 
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petitive.  I  am  particularly  concerned,  Madam  Secretary,  relative  to 
meeting  our  commitments  and  how  binding  this  20-percent  reduc- 
tion per  year  or  thereabouts  might  be  relative  to  inflationary  as- 
pects and  so  forth  and  the  reality  that  we  are  reducing  substan- 
tially our  personnel  in  the  defense  industry.  I  understand  the  Tai- 
wanese would  like  to  purchase  I  believe  it  is  the  C-130  transport 
aircraft  and  some  other  things  that  basically  could  be  construed  as 
putting  them  over  the  so-called  allocated  amount  which  is  on  a  re- 
duced l>asis.  I  do  not  know  what  it  is  down  to  a  year.  I  think  we 
started  out  with  $700  million  or  something  like  that. 

I  wonder  if  you  could  comment  a  little  bit  on  that  particular  as- 
pect of  where  we  are. 

Ms.  Davis.  The  Clinton  administration  supports  the  agreements 
that  we  have  made  with  respect  to  the  sales  of  arms  with  Taiwan 
that  go  back  to  the  late  1970's  and  early  1980's,  and  consistent 
with  that,  we  hope  to  encourage  defensive  sales  and  those  that  are 
consistent  with  that.  But  our  policies  will  not  be  to  change  the 
broad  outlines  of  that  policy  or  the  commitments  to  those  reduc- 
tions. 

Senator  Murkowski.  Well,  can  we  be  a  little  more  specific  than 
that?  How  much  flexibility  or  latitude  do  you  have  to,  say,  accom- 
modate a  sale  of  C-130's? 

General  Allen.  Let  me,  if  I  could,  sir.  I  think  if  the  bucket  is 
what  you  are  talking  about,  the  amount  of  money  I  think  is  $632 
million  this  fiscal  year,  but  there  are  some  exceptions  for  some 
things  that  do  not  fit  directly  underneath  that.  But  we  have  found 
a  way  to  fit  the  C-130's  into  their  allocation. 

Senator  Murkowski.  What  else  could  be  included  in  the  bucket, 
if  the  bucket  weren't  full,  that  they  would  like  to  buy? 

General  Allen.  Well,  I'm  sure  they  would  like  to  buy  some  ra- 
dars. They  would  like  to  buy  the  Patriot.  They  would  like  to  buy 
some  other  things. 

Senator  Murkowski.  We  are  selling  the  F-16. 

General  Allen.  Yes,  sir. 

Senator  Sarbanes.  What  are  they  going  to  do  with  the  C-130's? 

General  Allen.  They  use  them  for  transport  primarily,  Mr. 
Chairman. 

Senator  Sarbanes.  Transport  from  where  to  where? 

General  Allen.  Internal  in  the  island. 

Senator  Sarbanes.  Do  you  think  that  is  a  big  need  of  theirs? 

General  Allen.  Yes,  sir. 

Senator  Sarbanes.  You  do? 

General  Allen.  Absolutely. 

Senator  Murkowski.  I'm  satisfied.  Their  aircraft  currently  are  so 
outdated  for  transport. 

General  Allen.  So  are  their  fighters,  and  that  is  one  of  the  ra- 
tionales for  doing  the  F-16. 

Senator  Murkowski.  Well,  it  seems  to  me  we  are  kind  of  playing 
a  charade  here  with  the  PRC  in  the  sense  of  they  object  every  time 
there  is  a  sale.  They  challenge  the  interpretation  of  the  Taiwan  Re- 
lations Act  or  the  Shanghai  Communique  or  whatever  relative  to 
advanced  technology.  Yet  realism  dictates  that  the  PRC  advances 
their  technology  and  the  defensive  sales  are  proposed  for  strictly 
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the  safety  of  Taiwan  as  opposed  to  aggressive  type  sales  because 
clearly  the  F-16  does  not  have  range  and  the  missiles  would  be 

General  Allen.  Defensive. 

Senator  Murkowski  [continuing].  Defensive. 

So,  isn't  it  time  to  end  the  smoke  and  mirrors  and  say,  look,  the 
PRC  develops  advanced  technology  and  the  policy  of  the  United 
States  will  be  not  to  arm  Taiwan  offensively,  but  to  provide  them, 
if  they  want  to  buy  and  we  are  a  willing  seller,  with  defensive  tech- 
nology for  their  own  defense?  Because  that  is  really  what  we  are 
doing.  We  get  objections  from  the  PRC  every  year,  and  we  acknowl- 
edge them  diplomatically  and  make  an  internal  decision  depending 
on  the  China  desk  vis-a-vis  the  information  that  comes  in  from  our 
friends  in  Taiwan  and  a  decision  is  made  and  away  we  go. 

Ms.  Davis.  I  think  the  balance  we  struck  with  both  of  these  dip- 
lomatic and  foreign  policy  goals  is  the  right  one,  and  I  would  not 
wish  to  see  it  upset. 

Senator  Murkowski.  Well,  isn't  it  smoke  and  mirrors? 

Ms.  Davis.  I  would  not  personally  associate  myself  with  the  com- 
ment "smoke  and  mirrors".  I  think  we  have  a  policy  that  permits 
flexibility  and  an  understanding  as  we  move  year  to  year  with  new 
developments  and  technologies  with  respect  to  Taiwan  while  at  the 
same  time  keeping  the  confidence  of  the  People's  Republic  of  China 
that  we  are  still  within  the  framework  of  policies  with  respect  to 
both  countries. 

Senator  Murkowski.  Well,  your  business,  Madam  Secretary,  is 
diplomacy  and  you  are  doing  a  noble  job  of  that,  but  reality  dictates 
that  you  support  the  sale  of  the  F-16,  do  you  not? 

Ms.  Davis.  We  do. 

Senator  Murkowski.  The  general  has  indicated  that  there  are 
other  things  they  want,  and  I  assume  that  you  would  support  those 
if  they  were  truly  defensive? 

Ms.  Davis.  Correct. 

Senator  Murkowski.  And  Patriot  missiles  are  defensive,  but  you 
are  not  prepared  to  comment  on  whether  you  would  support  the 
sale  at  this  time. 

Ms.  Davis.  That  is  correct. 

Senator  Murkowski.  So,  you  have  not  addressed  it  yet. 

Ms.  Davis.  That  is  correct. 

Senator  Murkowski.  What  else  is  there,  general,  besides  the  Pa- 
triot missile  they  want? 

General  Allen.  Well,  I  have  to  take  that  for  the  record,  Senator. 
I  don't  have  a  list  of  all  the  things  that  they  want.  We  are  having 
meetings  this  month  where  we  will  get  a  comprehensive  list  of 
what  they  would  like  to  have. 

Senator  Murkowski.  Well,  would  you  provide  for  this  committee, 
unless  the  chairman  has  an  objection,  a  list  of  what  they  want?  I 
would  also  like  to  see  where  that  brings  them  in  relationship  to 
where  the  bucket  is.  Is  the  bucket  filled,  overfilled?  Are  we  drawing 
down  on  credits  from  previous  years? 

It  just  seems  to  me  that  we  have  both  matured  in  this  relation- 
ship; namely,  our  commitment  to  work  with  the  Taiwanese,  as  well 
as  the  PRC,  recognizing  that  there  is  a  certain  amount  of  inconsist- 
ency that  goes  along  with  this  process,  but  it  seems  to  me  that  if 
we  are  able  to  accommodate  the  Taiwanese  with  defensive  tech- 
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nology,  we  should  clearly  consider  doing  it  relative  to  the  alter- 
native which  suggests  that  they  go  out  and  buy  it  from  France  or 
Great  Britain  or  some  other  source. 

So,  I  would  appreciate  it,  general,  if  you  would  provide  us  with 
a  list  of  what  they  would  like,  and  Maaam  Secretary,  if  you  could 
provide  us  with  a  list  of  the  mathematics  of  where  the  bucket  is 
in  relationship  to  what  we  initially  agreed  to  with  the  20-percent 
reduction  per  year  plus  an  inflation  factor  and  see  whether  the 
bucket  overflows  or  still  leaks. 

Thank  you,  Mr.  Chairman. 

Senator  Sarbanes.  Do  you  have  any  difficulty  with  providing 
that  information?  Would  you  want  it  not  on  the  public  record? 

Ms.  Davis.  I  would  like  to  come  back  to  you  and  see  whether  we 
will  need  to  provide  it  on  or  off  the  record. 

Senator  Murkowski.  Fair  enough. 

Senator  Sarbanes.  Well,  there  is  a  vote  on.  Maybe  I  can  finish 
my  questions  with  this  panel  very  quickly. 

Do  I  understand  that  IMET  money  is  being  used  now  to  include 
members  of  the  legislative  branches  of  foreign  governments? 

General  Allen.  Sir,  the  Congress  did  authorize  for  1993  under 
the  expanded  IMET — to  distinguish  between  IMET  up  until  1991, 
we  could  only  train  people  in  our  school  systems  using  IMET  funds 
that  worked  under  the  Ministry  of  Defense.  Beginning  in  1991  that 
was  expanded,  if  you  will,  to  say  you  can  now  train  civilians  in 
other  Ministries  other  than  the  Ministry  of  Defense  that  have  some 
oversight  of  the  military.  So,  we  expanded  to  include  those  people. 

Then  beginning  in  1993,  they  expanded  it  even  further  to  say 
now  in  these  emerging  democracies,  you  are  authorized  to  train 
legislators,  those  that  have  some  oversight  of  civilian  control  of  the 
military. 

Senator  Sarbanes.  If  they  have  involvement  with  oversight  and 
management  of  the  military.  Is  that  correct? 

General  Allen.  That  is  one  of  the  criteria  before  we  train  them. 
Budgeting  and  resource  management,  human  rights,  those  types  of 
training  courses  are  available. 

Senator  Sarbanes.  An  article  in  the  Washington  Post  last  week 
indicated  that  the  Defense  Department  has  begun  an  internal  pol- 
icy review  of  security  assistance  programs  in  light  of  new  evidence 
that  the  United  States  helped  to  train  foreign  military  officers  who 
later  committed  human  rights  abuses  specifically  in  El  Salvador.  Is 
that  correct? 

General  Allen.  I  remember  reading  that  article. 

Senator  Sarbanes.  Is  it  correct  that  the  Defense  Department  has 
begun  an  internal  policy  review? 

General  Allen.  We  are  looking  as  part  of  a  complete  review  of 
the  military  aid  program  and  IMET  is  part  of  that. 

Senator  Sarbanes.  What  evidence  do  we  have  that  the  IMET 
Program  is  succeeding  in  creating  a  human  rights  awareness  or  re- 
sulting in  a  reduction  of  human  rights  abuses  among  U.S.  trained 
officers?  That  is  what  is  asserted  for  the  program.  How  do  we  know 
it  is  doing  that?  We  have  evidence  from  some  countries  that  they 
go  through  this  training,  and  then  they  go  back  and  commit  these 
incredible  abuses. 
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Ms.  Davis.  There  is  no  question  that  the  program  has  not  had 
a  complete  record  of  success,  but  I  think  at  this  point,  given  our 
commitment  to  democracy  and  trying  to  move  these  countries  into 
civil  societies  where  the  military  is  going  to  play  such  an  important 
role  for  democracy,  that  the  IMET  Program  and  particularly  the 
expanded  IMET  Program  that  General  Allen  has  just  mentioned  is 
a  critical  part  of  the  new  directions  of  this  administration.  So,  rec- 
ognizing that  we  have  to  learn  lessons  from  the  past,  we  really  see 
the  importance  of  this  program  for  the  future. 

General  Allen.  May  I  make  a  comment  too  please?  It  appears 
to  me,  as  I  look  at  the  IMET  Program,  since  the  1950's  we  have 
trained  500,000  allied  and  friendly  personnel,  in  our  training  pro- 
gram. Over  the  last  few  years,  36  of  them  have  risen  to  become 
heads  of  countries.  There  are  some  3,000  general  and  flag  officers 
in  the  militaries  around  the  world  today  serving  who  are  graduates 
of  our  IMET  training  of  one  course  or  the  other.  So,  I  think  we 
have  to  take  in  perspective,  Mr.  Chairman,  if  20  out  of  20,000,  is 
that  in  fact  statistically  significant?  Anyone  that  does  something 
like  that,  I  would  say  yes,  we  shouldn't. 

But  I  guess  what  I'm  saying  is  that  there  are  institutions  in  the 
United  States  that  have  alumni  in  prison  and  doing  things  wrong, 
but  we  don't  destroy  the  institution.  I  believe  the  institution  is 
sound.  I  believe  the  School  of  the  Americas,  and  I  believe  that  the 
school  systems  in  which  we  train  not  only  the  foreign  students  but 
our  own 

Senator  Sarbanes.  Well,  that  is  an  interesting  answer  and  it  is 
worth  examining.  Now,  if  you  trained  military  people  and  they  be- 
came heads  of  state,  the  question  is  how  did  they  become  heads  of 
state?  I  don't  know  the  answer  to  that  without  looking  at  them,  but 
it  raises  a  question  of  whether  they  become  heads  of  state  through 
democratic  means  or  through  military  means.  It  is  worth  examin- 
ing. It  is  an  interesting  point. 

But  it  seems  to  me  that  this  presumption  that  the  IMET  Pro- 
gram is  doing  all  this  marvelous  educating  and  training  probably 
needs  to  be  looked  at.  That  is  all  I  am  suggesting.  I  want  to  broad- 
en out  this  policy  review  that  the  Department  is  undertaking  with 
respect  to  the  program  and  its  results.  There  seems  to  be  an  as- 
sumption here  that  may  or  may  not  be  borne  out  by  the  facts.  We 
need  to  know  that. 

General  Allen.  I  am  not  sure  that  we  will  have  the  empirical 
data  that  would  indicate  what  each  one  of  those  individuals  do 
after  they  leave  here.  I  do  know  in  Indonesia  we  took  a  look  after 
the  problem  there  to  see  if  the  military  people  that  caused  the 
problem  were  IMET  graduates,  and  the  best  we  could  determine, 
they  were  not. 

Senator  Sarbanes.  Well,  I  am  going  to  have  to  go  and  vote.  I 
want  to  then  come  back  for  the  other  panel. 

Let  me  just  mention  one  other  subject.  My  perception  is  that 
there  is  an  increasing  reliance  on  excess  defense  articles  now  tak- 
ing place.  I  am  concerned  about  how  decisions  are  made  about 
which  items  should  be  declared  excess  to  U.S.  requirements.  What 
circumstances  or  events  normally  trigger  such  a  determination?  If 
you  could  submit  answers  on  that,  I  would  be  very  interested. 
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In  fact,  I  understand  some  countries  are  making  requests  that 
have  a  laundry  list  of  excess  defense  articles  they  want  to  obtain. 
We  are  downsizing  in  Europe  and  we  are  excessing  a  lot  of  those 
articles.  We  are  also  apparently  excessing  some  out  of  our  own 
stocks  here  at  home.  It  is  becoming  potentially  a  major  conduit  for 
the  transfer  of  arms,  and  we  need  to  get  an  accounting  of  that.  I 
don't  know  how  extensive  the  data  base  is  within  the  Department 
in  order  to  keep  track  of  this,  including  data  about  the  pricing  di- 
rectives. Once  it  is  declared  excess,  as  I  understand  it,  you  do  not 
seek  to  be  paid  for  the  articles.  Is  that  correct? 

General  Allen.  May  I  answer  that?  There  are  provisions  in 
which  we  sell  the  excess  defense  articles  at  a  less  than  acquisition 
cost  because  most  of  them  are  30,  40  years  old.  But  there  is  also 
a  program  where  we  grant,  give  it  away  as  a  grant,  to  needy  coun- 
tries. 

As  we  draw  down  the  size  of  our  military,  more  and  more  equip- 
ment does  become  excess  to  the  needs  of  the  military.  The  military 
department  itself  is  the  one  that  determines  when  an  item,  based 
on  their  force  structure  as  they  draw  down,  becomes  excess.  When 
we  get  word  from  the  military  department,  we  have  an  interagency 
process  by  which  we  get  together  to  decide  for  foreign  policy  and 
national  security  reasons  which  countries  need,  should  have  and  in 
what  priority  the  equipment  that  we  are  talking  about. 

Senator  Sarbanes.  Though  now  you  are  excessing  much  more 
modern  equipment,  are  you  not?  Is  it  a  reasonable  premise  for  me 
to  accept  the  statement  you  just  made  a  moment  ago  that  excess 
defense  articles  are  at  least  30  to  40  years  old? 

General  Allen.  I  would  say  most  of  them.  I  don't  know  about  all 
of  it.  I  do  know  what  the  services  are  doing.  They  are  cross-level- 
ing, and  that  is,  they  are  filling  the  small  torce  structure  with  the 
most  modern  equipment.  The  next  most  modern  equipment  they 
are  giving  to  the  National  Guard  and  Reserve  as  we  try  to  modern- 
ize that,  and  it  falls  out  the  bottom. 

Senator  Sarbanes.  Let's  get  a  report  on  that.  Could  you  submit 
that  to  the  committee? 

General  Allen.  What  do  you  need,  Mr.  Chairman?  Do  you  need 
a  list  of  the  equipment? 

Senator  Sarbanes.  I  need  to  get  a  feel  for  whether  there  has 
been  a  shift  in  the  nature  of  the  equipment  being  excessed  toward 
being  more  modern,  more  up  to  date,  and  more  costly.  If  that  is  the 
case,  I  need  to  know  what  is  being  done  on  the  cost  side  so  we  get 
some  sense  of  what  is  happening  with  these  excess  defense  articles. 

General  Allen.  I  can  provide  that. 

[The  information  referred  to  follows:] 

A  review  of  the  excess  defense  articles  (EDA)  transfers  of  military  equipment  over 
the  past  3  years  does  not  show  a  significant  shift  toward  more  modem,  more  up- 
to-date,  or  more  costly  equipment  being  transferred  to  foreign  countries.  What  may 
appear  to  be  transfer  of  newer  technology  and  modern  equipment,  such  as  the  AH- 
1  helicopters  and  A-10  Aircraft  recently  notified  to  Congress  for  transfer  to  Turkey 
under  FAA,  Section  516,  is  really  20-30  year  old  technology.  Most  items  transferred 
are  non-lethal  items  such  as  spares,  jeeps,  trucks,  trailers,  office  equipment,  indus- 
trial tooling,  and  uniforms.  We  also  transfer  limited  quantities  of  such  lethal  items 
as  tanks,  older  aircraft,  self-propelled  howitzers,  landing  craft,  fire  control  systems, 
radars,  and  ammunition.  The  EDA  costs  are  calculated  on  the  acquisition  cost  times 
a  percentage  which  is  based  on  the  current  condition  of  the  equipment.  It  should 
be  noted  that  most  EDA  items  are  transferred  at  no  cost  to  needy  countries  under 
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the  authorities  of  the  Foreign  Assistance  Act  of  1961,  as  amended.  Countries  are 
required  to  pay  any  costs  for  packing,  crating,  handling,  and  transportation.  EDA 
also  is  sold  to  eligible  countries  at  current  value. 

Senator  Sarbanes.  If  we  do  not  get  a  good  feel  about  it,  then  we 
probably  need  to  construct  a  statutory  scheme  that  would  give  us 
a  good  feel  about  it. 

Ms.  Davis.  Mr.  Chairman,  we  would  like  to  do  that,  but  let  me 
just  add  that  in  the  interagency  process,  as  it  works  its  way 
through,  one  of  the  questions  that  I  have  asked,  because  ultimately 
I  sign  off  on  these — so  you  now  have  been  introduced  to  the  person 
who  has  the  responsibility  for  doing  this — what  criteria  we  are 
using  and  what  kind  of  rationale  and  explanation  goes  behind  this. 
So,  it  is  something  that  we  are  looking  into  and  I  understand  your 
concerns  and  will  provide  you  the  information  and  also  the  ways 
in  which  we  go  about  coming  to  decisions  on  this. 

[The  following  was  submitted  for  the  record:] 

Before  discussing  how  excess  defense  articles  (EDA)  are  allocated,  let  me  pause 
to  comment  on  the  purposes  of  the  EDA  program. 

The  USG  has  long  recognized  the  value  01 passing  along  military  equipment  it  can 
no  longer  use  to  friends  and  allies.  In  fact,  much  of  what  we  provided  during  the 
early  years  of  the  Military  Assistance  Program  was  excess  defense  articles  from 
World  War  II.  The  basic  concept  behind  EDA  is  the  same  as  that  for  other  forms 
of  security  assistance — it  is  essential  and  highly  cost-effective  for  our  national  de- 
fense for  us  to  help  others  to  defend  themselves. 

The  changed  international  environment  and  increasingly  severe  budget  con- 
straints have  had  two  results  that  have  increased  the  importance  of  EDA  as  an  in- 
strument of  security  assistance.  First,  DoD  is  reducing  its  force  structure,  which  in- 
creases the  availability  of  EDA.  Secondly,  security  assistance  funding  levels  have 
been  considerably  reduced. 

Since  1991,  for  example,  grant  FMF  and  ESF  security  assistance  funding  has 
dropped  from  $8.76  to  $5.97  billion.  As  FMF  and  ESF  funding  earmarked  for  Egypt 
and  Israel  has  remained  constant  during  this  period  at  $5.12  billion,  the  amount 
of  grant  FMF  and  ESF  funding  available  for  other  countries  has  declined  from  $3.64 
billion  to  $0.85  billion — a  decrease  of  over  75  percent. 

However,  the  need  for  security  assistance  remains  significant.  A  world  beset  with 
military  conflict  and  growing  instability  will  prove  a  hostile  climate  for  the  develop- 
ment of  democracy  and  sustainable  economic  growth.  Security  assistance  continues 
to  be  needed  to  create  the  stability  necessary  for  democracy  and  economic  develop- 
ment to  flourish. 

One  solution  for  the  problem  of  declining  security  assistance  resources  is  the  ap- 
propriate transfer  of  military  equipment  the  U.S.  can  no  longer  use  or  maintain,  but 
that  meets  the  defense  needs  of  friends  and  allies — in  other  words,  provision  of 
EDA. 

The  argument  has  been  made  that  all  transfers  of  military  equipment  of  whatever 
type  or  origin  are  inherently  objectionable  and  destabilizing  and  the  U.S.  should  not 
add  its  arms  to  the  race.  I  would  respond  that,  while  we  are  working  on  making 
the  world  the  way  we  wish  it  to  be,  we  must  deal  with  it  the  way  it  is.  As  long 
as  countries  believe  their  borders  to  be  threatened,  there  will  be  a  necessity,  even 
a  demand,  for  military  equipment  for  legitimate  self-defense.  The  U.S.  evaluates  for- 
eign requests  for  arms  on  a  case  by  case  basis  to  ensure  that  such  transfers  enhance 
our  own  security  by  improving  the  capabilities  of  friendly  foreign  militaries  to  de- 
fend their  own  countries  and  operate  side  by  side  with  the  U.S.  in  cooperative  ef- 
forts. We  approve  each  decision  with  a  genuine  interest  in  arms  transfer  restraint 
to  pursue  a  sober,  responsible,  and  balanced  arms  transfer  policy  that  will  advance 
our  national  security  interests. 

In  fact,  EDA  transfers  can  contribute  to  our  arms  control  agenda.  This  equipment 
does  not  contain  leading  edge  technology,  which  countries  are  always  interested  in 
acquiring,  whether  or  not  they  have  the  means  to  purchase  or  sustain  it.  EDA  is 
mostly  older  materials,  and  making  it  available  can  help  us  to  control  and  minimize 
the  level  of  sophistication  of  the  equipment  which  countries  are  attempting  to  ac- 
quire. 

I  should  also  mention  that  some  portions  of  the  defense  industry  see  the  transfer 
of  EDA  as  competing  with  their  opportunities  for  new  sales.  It  has  been  the  long 
standing  policy  of  the  USG  not  to  compete  with  the  U.S.  defense  industry  for  sales 


271 

or  to  interfere  with  a  sale.  We  are  seriously  concerned  with  the  foreign  policy  impli- 
cations of  a  weakened  defense  industrial  base,  and  are  working  quite  diligently  with 
the  Department  of  Commerce  to  avoid  damaging  the  defense  industry  as  DoD  budg- 
ets are  reduced.  Commerce,  in  fact,  plays  an  important  role  in  the  process  of  EDA 
allocation. 

Let  me  now  turn  to  discuss  the  processing  of  EDA  cases.  The  Department  of  State 
works  together  with  DoD,  Commerce  and  JCS  to  ensure  that  EDA  allocations  meet 
UJS.  foreign  policy,  national  security  and  security  assistance  objectives. 

Allocation  of  EDA  falls  under  the  scrutiny  of  the  interagency  EDA  coordinating 
committee  co-chaired  by  State  and  DoD  (DSAA)  with  participation  by  the  Depart- 
ment of  Commerce.  The  committee  meets  on  an  ad-hoc  basis  as  the  Military  Depart- 
ments (MILDEPs)  declare  equipment  excess.  This  declaration  of  EDA  does  not  occur 
until  the  MILDEP  ensures  that  all  shortfalls  for  that  type  of  equipment  are  elimi- 
nated. Before  declaring  equipment  to  be  excess,  the  MILDEP  also  ensures  that  Na- 
tional Guard  and  Reserve  requirements  are  met,  and  will  make  some  types  of  mate- 
rial, such  as  construction  equipment,  available  to  state  and  local  governments.  Only 
then  are  items  declared  excess. 

When  a  MILDEP  declares  equipment  excess,  the  EDA  committee  allocates  it  to 
foreign  governments  that  have  already  established  a  military  requirement  for  the 
equipment.  If  no  country  has  yet  declared  an  interest,  the  MILDEP — having  ob- 
tained clearance  from  State,  DoD,  JCS  and  Commerce — will  survey  the  U.S.  CINCs 
asking  which  countries  could  best  use  or  might  be  interested  in  obtaining  the  EDA. 
After  responses  to  the  survey  are  received  by  the  MILDEP,  the  EDA  committee  con- 
siders country  requests  and  recommends  allocation.  These  recommendations  are 
made  according  to  the  following  considerations: 

— Per  Section  579  of  the  Foreign  Operations  Appropriations  Act  of  1993,  priority 
is  given  to  NATO  and  non-NATO  allies  on  the  Southern  and  Southeastern 
flank  of  NATO  to  the  maximum  extent  feasible.  For  FY-92,  for  example,  ap- 
proximately 86%  of  all  EDA  was  offered  to  these  countries  as  follows:  Greece 
36%,  Turkey  31%,  Israel  19%;  Morocco  4%,  Portugal  2%,  Egypt  5%,  and 
Oman  3%. 
Sections  516-519  of  the  FAA  and  Section  546  of  the  Foreign  Operations  Appro- 
priations Act  of  1993  require  the  Administration  to  notify  Congress  and  wait  a  spec- 
ified period  before  effecting  EDA  transfer  or  sale.  Notification  authority  has  been 
delegated  to  DoD. 
These  notifications  include: 
— Purposes  for  which  the  equipment  is  needed  by  the  requesting  country  (e.g., 
modernization  of  counter-narcotics  capabilities,  modernization  of  defense  ca- 
pabilities, preservation  of  biological  diversity). 
— Ability  of  requesting  country  to  absorb  and  maintain  the  equipment. 
— Effect  of  the  transfer  on  the  defense  industrial  base. 
— Arms  control  considerations. 
Once  the  interagency  clearance  process  is  complete,  the  responsible  MILDEP  noti- 
fies the  U.S,  country  team  in  the  nation  concerned  of  the  expected  distribution/allo- 
cation of  the  EDA.  The  country's  interest  in  the  EDA  is  then  reconfirmed  in  view 
of  delivery  dates,  administrative  requirements,  inspection  details,  location  of  equip- 
ment, and  other  modalities. 

When  equipment  is  ready  for  transfer  to  the  recipient  country,  DSAA  prepares  the 
notification  to  Congress  and  sends  it  to  the  Department  of  State  for  approval. 

•  If  a  foreign  military  sale  (FMS)  is  proposed,  State  processes  the  request  as  an 
FMS  case  and  notifies  DSAA  of  its  approval  or  disapproval. 

•  Once  DSAA  has  received  State  concurrence,  it  forwards  the  notification  to  Con- 
gress. After  the  notification  period  has  passed,  the  EDA  is  formally  offered  to 
the  foreign  government. 

•  EDA  that  is  not  accepted  by  a  foreign  government  is  transferred  to  the  DoD 
property  disposal  system  for  demilitarization  as  required  and  sold  as  surplus  or 
scrap. 

Finally,  I  want  to  address  the  argument  that  the  Administration  is  using  EDA 
to  circumvent  Congress'  decisions  on  security  assistance  levels.  I  do  not  believe  this 
is  the  case.  We  have  always  made  clear  our  desire  to  employ  EDA  as  a  supplement 
to  the  provision  of  security  assistance.  We  have  also  notified  Congress,  and  con- 
sulted on  these  cases  we  knew  to  be  sensitive.  No  transfers  of  EDA,  whether 
through  grant  or  sale,  are  made  before  Congressional  notification  period  has  ex- 
pired. I  believe  that  we  are  exceptionally  sensitive  and  responsive  to  the  desires  of 
Congress  and  are  ready  to  work  with  Congressional  staffs  to  resolve  this  perception. 

I  believe  transfers  of  EDA  provide  a  low  cost  means  by  which  we  can  enhance 
the  security  of  our  friends  ana  allies,  thus  enhancing  our  own  security.  My  staff  is 
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ready  to  work  with  Congressional  staffs  to  continue  to  improve  the  statute  effect  on 
EDA  transfers  to  provide  the  greatest  foreign  policy  benefit  possible. 

Senator  Sarbanes.  I  am  going  to  have  to  adjourn  the  hearing.  I 
thank  this  panel  very  much.  We  will  probably  be  in  conflict  with 
you.  There  are  a  number  of  questions  we  have  not  had  a  chance 
to  cover  this  morning.  Upon  my  return,  we  will  go  the  second 
panel.  Thank  you  very  much. 

Ms.  Davis.  Thank  you,  Mr.  Chairman. 

Senator  Sarbanes.  The  committee  will  be  in  recess  for  a  brief  pe- 
riod of  time. 

[A  brief  recess  was  taken.l 

Senator  Sarbanes.  We  will  now  turn  to  our  second  panel  which 
consists  of  Mr.  William  Keller,  senior  researcher  at  the  Office  of 
Technology  Assessment,  who  directed  a  project  that  produced  a  re- 
port in  1991  examining  the  global  arms  trade,  and  Gen.  William 
Odom,  director  of  National  Security  Studies  at  the  Hudson  Insti- 
tute, who  published  a  book  in  1992  entitled  "On  Internal  War" 
which  examined  the  role  of  U.S.  foreign  aid  in  Third  World  con- 
flicts. 

Gentlemen,  we  thank  you  very  much  for  your  patience.  I  know 
you  have  been  here  with  us  most  of  the  morning.  We  look  forward 
to  hearing  your  testimony.  We  will  include  the  full  statement  in 
the  record,  and  if  you  could  summarize,  we  would  appreciate  that. 
General  Odom,  why  don't  we  hear  from  you  first? 

STATEMENT  OF  LT.  GEN.  WILLIAM  E.  ODOM,  USA  (RET.),  DI- 
RECTOR, NATIONAL  SECURITY  STUDIES,  HUDSON  INSTI- 
TUTE, WASHINGTON,  DC 

General  Odom.  Good  morning,  Senator  Sarbanes.  I  am  honored 
to  testify  before  you  on  the  role  of  U.S.  security  assistance  in  the 
post-cold  war  era,  and  as  you  requested,  my  longer  statement  has 
been  submitted  for  the  record  and  this  will  be  a  summary  of  it. 

This  is  an  old  topic,  but  the  environment  for  U.S.  security  assist- 
ance has,  indeed,  changed  at  least  in  two  major  ways.  First,  the 
long-term  stimulus  for  our  security  assistance,  competition  from 
the  Soviet  Union  is  gone.  Second,  the  end  of  the  cold  war  has  made 
the  world  safe  for  many  little  hot  wars.  Some  of  them  are  inter- 
state conflicts.  Some  of  them  are  more  like  internal  wars  or  a  mix 
of  both  in  what  Samuel  Huntington  has  called  in  a  recent  foreign 
affairs  article  a  conflict  of  civilizations. 

Now,  I  think  the  U.S.  interest  in  sustaining  a  stable  inter- 
national system  will  inevitably  lead  us  to  be  involved  in  some  of 
these  conflicts,  and  that  would  certainly  include  significant  security 
assistance. 

Now,  the  challenges  are  not  just  in  dealing  with  the  wars,  inter- 
nal and  external,  they  also  concern  political  development  and  polit- 
ical stability,  just  as  we  found  to  be  the  case  in  most  Third  World 
states  during  the  cold  war.  Russia  and  the  former  Soviet  republics, 
for  example,  present  precisely  this  challenge.  One  could  argue  that 
the  big  difference  in  the  new  international  security  environment  is 
that  the  challenges  of  the  Third  World  have  now  expanded  to  in- 
clude the  territories  of  the  old  Soviet  empire  while  the  big  Euro- 
pean war  scenario  has  dramatically  declined. 
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Does  this  mean  that  we  need  to  spend  more  money  on  foreign  se- 
curity assistance  in  the  new  era?  I  do  not  believe  so,  but  we  ought 
to  retain  a  fairly  significant  budget  for  it,  and  we  ought  to  spend 
it  differently.  The  main  thrust  of  my  longer  written  statement  con- 
cerns how  to  do  that.  As  you  mentioned,  that  statement  essentially 
draws  on  the  longer  analysis  of  my  book  of  1992.  I  will  be  even 
briefer  here. 

First,  foreign  military  assistance  cannot  be  treated  apart  from 
economic  assistance  generally.  It  involves  wealth  transfers  as  does 
economic  assistance,  and  it  greatly  affects  the  recipient  state's  pub- 
lic sector  spending. 

Second,  economic  and  military  aid  above  trivial  amounts  is  more 
likely  to  damage  than  help  a  recipient  regime.  Recipients  are  con- 
sidered for  aid  because  they  are  weak  states  struggling  with  the 
conflicting  goals  of  political  development.  Let  me  name  five  of 
them:  economic  growth,  political  stability,  social  equity,  political 
independence,  and  democracy.  Such  aid  increases  their  public  sec- 
tor spending  and  almost  never  is  invested  in  the  ways  that  are  in- 
tended by  USAID  program  goals. 

The  trulv  perverse  impact  of  the  direct  aid  is  that  recipient  re- 
gimes tend  to  treat  it  as  a  tax  base,  a  source  of  revenue  which  al- 
lows them  to  extract  less  tax  domestically.  If  they  have  an  insur- 
gency as  well,  they  allow  the  insurgents  to  take  over  the  domestic 
tax  base.  I  found  this  true  in  South  Vietnam,  in  El  Salvador,  the 
Philippines,  Peru,  but  less  so  for  Guatemala  because  it  simply  re- 
ceived less  foreign  aid. 

Military  assistance  that  is  more  than  military  training  involves 
significant  wealth  transfers  as  well  and  it  expands  public  sector 
spending.  Thus,  it  easily  becomes  part  of  the  general  problem  with 
assistance  programs.  Moreover,  large  military  assistance  adversely 
affects  the  civn/military  political  balance  in  these  states. 

As  a  number  of  political  development  studies  show,  a  state's  ca- 
pacity to  extract  taxes  is  the  best  index  of  the  strength  of  the  re- 
gime. In  order  to  tax  locally,  it  must  rule  locally.  It  must  deliver 
a  minimum  level  of  public  sector  services,  roads,  communications, 
police,  courts,  and  even  schools.  If  it  does  not  have  to  tax  to  cover 
its  spending,  it  has  less  incentive  to  penetrate  the  entire  society 
with  its  governing  institutions,  and  the  resulting  impenetrated  en- 
clave in  the  society  forces  instability  and  sometimes  insurgencies 
grow  up  and  threaten  the  regime.  That  was  the  major  finding  in 
three  case  studies. 

Now,  in  cases  where  our  aid  was  large,  for  example,  $83  per  cap- 
ita annually  in  El  Salvador,  the  regime  did  less  well  against  the 
insurgents.  In  Guatemala  where  the  aid  was  less  than  $16.50,  the 
regime  was  more  effective.  Regime  success,  as  I  consider  it  here, 
of  course,  concerns  only  political  stability,  not  the  attainment  of  de- 
mocracy or  economic  growth.  These  two  goals  require  different  ap- 
proaches, but  direct  economic  and  military  aid  hardly  contributes 
to  them. 

My  research  suggests  that  building  democracy  depends  in  a  very 
basic  way  on  having  a  large,  private  economic  sector.  Diffusion  of 
property  ownership  ensures  a  diffusion  of  political  power,  which  is 
a  threat  to  dictatorship.  States  such  as  El  Salvador,  Guatemala, 
the  Philippines,  and  Peru  all  have  large  landless  peasantries  ana 
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high  concentrations,  rather  than  diffusion,  of  landholding.  Even  if 
elections  are  held,  the  resulting  leaders  of  the  regime  and  par- 
liaments cannot  not  be  made  responsible  to  these  landless  peasants 
because  they  have  no  wealth  to  contribute  to  a  political  party  to 
look  after  their  interests  between  the  elections  and  during  the  leg- 
islative process,  nor  can  they  control  the  military  through  control 
of  its  budget.  U.S.  security  assistance  merely  exacerbates  this  prob- 
lem. 

Now,  this  line  of  analysis,  to  be  sure,  suggests  that  no  aid  of  any 
kind  is  the  right  policy,  but  I  do  not  go  quite  that  far.  For  economic 
development,  I  found  that  private  sector  capital  transfers  can,  in- 
deed, be  effective  if  private  business  has  to  take  the  full  risk  for 
failure  and  cannot  dump  the  losses  back  on  the  U.S.  taxpayer 
through  loan  guarantees. 

I  also  discovered  that  we  could  have  transferred  in  this  way  larg- 
er capital  to  the  three  case  study  states  if  we  had  provided  no  di- 
rect aid,  but  rather  offered  them  debt  relief  and  removed  our  im- 
port duties  on  their  key  exports. 

The  conclusion  is  bizarre.  On  the  one  hand,  we  were  appropriat- 
ing U.S.  dollars  for  direct  transfers  to  the  states  in  ways  that  ad- 
versely affected  both  political  stability  and  economic  growth.  On 
the  other  hand,  our  trade  policies  were  blocking  the  very  economic 
development  we  sought  through  the  USAID  programs. 

For  military  assistance,  training  within  a  recipient  state  has  I 
think,  in  spite  of  some  of  the  earlier  discussion  here,  shown  posi- 
tive results,  perhaps  even  more  long-term  impact  if  achieved  from 
the  IMET  Program  which  brings  foreign  officers  to  U.S.  schools.  I 
refer  you  to  my  written  statement  for  my  more  detailed  evaluation 
of  that  program. 

Now,  to  what  extent  can  we  generalize  from  these  case  studies 
primarily  about  Latin  America  to  the  larger  scene?  In  doing  those 
studies,  I  was  struck  by  the  commonality  they  share  with  the 
former  Soviet  republics  and  the  East  European  states.  All  have 
large,  landless,  rural  populations  desperately  in  need  of  private 
holdings.  All  have  statist  economies  equally  desperately  in  need  of 
an  expanded  private  sector.  All  have  weak  governments  reflected 
in  their  weak  capacity  to  tax  equitably  and  effectively,  and  all  have 
large  public  sector  burdens,  especially  military  burdens.  Thus,  I  be- 
lieve the  cold  war  cases  have  many  relevant  lessons  for  military 
and  economic  assistance  strategies  for  East  Europe  and  the  Soviet 
Union,  as  well  as  other  parts  of  the  world. 

Now,  let  me  end  with  a  couple  of  remarks  on  some  other  prob- 
lems; namely,  arms  transfers  and  peacekeeping  costs.  Where  for- 
eign states  nave  the  cash  for  weapons  purposes,  I  favor  sales  if 
they  do  not  conflict  with  our  other  strategic  interests.  To  restrict 
them,  as  we  did  during  the  Carter  administration,  merely  turned 
the  market  over  to  other  producers.  At  the  same  time  I  oppose  sell- 
ing •  our  most  advanced  models  and  systems,  and  I  oppose 
coproduction  of  systems  even  with  our  close  allies. 

On  a  closely  related  issue  of  export  control  of  nuclear,  chemical, 
and  missile  technology,  I  think  the  horse  there  is  already  virtually 
out  of  the  barn.  The  control  regimes  still  make  sense,  but  we  oft 
times  expect  far  greater  results  from  them  than  is  in  the  slightest 
way  feasible.  Thus,  I  think  they  have  to  be  supplemented  by  other 
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policies,  particularized  for  troublesome  states,  to  achieve  what  the 
export  controls  cannot.  In  my  statement  I  mention  an  example,  and 
I  could  expand  later  in  questioning. 

On  peacekeeping,  I  think  we  need  to  earmark  those  expenditures 
in  a  way  we  have  not  in  the  past  and  make  them  very  clear  in  pro- 
grams and  budgets.  They  are  rising  and  we  need  to  keep  track  of 
them.  I  also  believe  that  we  should  keep  them  low.  Peacekeeping 
can  be  done  by  small,  militarily  insignificant  states.  It  can  be  their 
share  of  the  defense  burden  for  international  stability.  Our  military 
resources  should  be  husbanded — that  is  U.S.  military  resources — 
for  the  more  challenging  and  growing  task  of  peacemaking  as  dis- 
tinguished from  peacekeeping.  For  these  reasons,  I  personally  op- 
pose the  involvement  of  U.S.  forces  in  Somalia  while  I  would  favor 
it  in  titie  case  of  Yugoslavia. 

Now,  I  have  probably  raised  more  questions  with  these  remarks 
than  I  have  answered.  Let  me  stop  and  take  the  questions. 

[The  prepared  statement  of  General  Odom  follows:] 

Prepared  Statement  of  General  Odom 

Good  morning,  Mr.  Chairman  and  members  of  this  subcommittee.  It  is  an  honor 
to  appear  before  you  today,  but  you  confront  me  with  a  very  difficult  topic.  The  pur- 
poses of  U.S.  military  assistance  to  foreign  states  have  long  been  a  highly  contested 
matter  in  U.S.  policy.  Volumes  have  been  written  on  them.  You  are,  however,  offer- 
ing some  new  ground  to  plow  by  asking  me  to  re-examine  the  issues  for  the  changed 
security  environment  after  the  Cold  War. 

I  shall  proceed  with  some  general  points  about  foreign  assistance  and  then  focus 
on  particular  points  about  military  assistance. 

Although  military  assistance  and  economic  development  assistance  aim  at  quite 
different  purposes,  they  both  involve  the  transfer  of  money  from  government  to  gov- 
ernment. Such  wealth  transfers,  it  seems  to  me,  have  important  things  in  common. 
That  was  my  finding  in  a  book  I  published  in  1992,  entitled  On  Internal  War.  The 
main  point  of  the  book  was  to  examine  the  nature  of  internal  wars  and  the  role  that 
patron  state  assistance,  specifically  U.S.  assistance,  plays  in  the  success  or  failure 
of  client  states  involved  in  such  wars.  Although  the  study  concerned  cases  during 
the  Cold  War,  the  findings  remain  relevant  today,  and  not  just  for  client  states  in- 
volved in  counterinsurgencies  but  also  weak  states  struggling  to  gain  stability  while 
attempting  to  build  liberal  political  systems. 

An  internal  war  is  about  who  governs,  about  state-building  in  conditions  where 
rules  are  not  clearly  accepted  on  deciding  who  governs.  Looked  at  from  this  view- 
point, the  post-Cold  War  world  has  no  fewer,  perhaps  more  states  struggling  in 
these  circumstances  than  during  the  Cold  War.  All  of  the  new  states  of  the  former 
Soviet  Union  and  East  Europe  fall  into  this  category  as  well  as  many  in  the  Middle 
East,  Africa,  Asia,  and  Latin  America. 

The  United  States  certainly  will  not  want  to  be  deeply  involved  in  many  of  these 
state-building  endeavors,  but  an  important  point  stands:  the  dynamics  of  those  proc- 
esses and  the  dynamics  of  patron-client  relations  through  assistance  are  more  like 
the  Cold  War  cases  than  they  are  different.  The  other  big  patron  state  is  no  longer 
part  of  the  competition,  but  other  smaller  patrons  remain,  including  non-state  pa- 
trons such  as  drug  cartels  and  political  groups  supporting  and  leading  internal 
forces  attempting  to  displace  incumbent  regimes. 

We  should  also  note  that  the  end  of  the  Cold  War. has  made  many  places  in  the 
world  safer  for  hot  wars.  Some,  as  in  the  Persian  Gulf  area  and  the  former  Yugo- 
slavia, are  occurring  in  areas  of  VS.  strategic  interests.  Thus  the  new  security  envi- 
ronment confronts  the  United  States  with  the  dilemma  of  whether  or  not  to  assist 
one  or  several  parties  to  these  wars. 

My  first  general  proposition,  therefore,  is  that  the  post-Cold  War  era  does  not 
lessen  the  challenge  for  the  United  States  in  the  security  assistance  area.  It  is  more 
likely  to  expand  it.  Let  me  offer  an  example  of  how  this  is  occurring. 

I  have  just  returned  from  a  meeting  01  European  and  NATO  security  officials  and 
specialists  in  Hungary  where  Europe  s  new  security  needs  were  the  main  issue.  If 
a  single  major  conclusion  emerged,  it  was  that  the  old  threat  of  a  major  Soviet  mili- 
tary offensive  into  Europe  has  been  replaced  by  a  diffuse  set  of  threats  of  internal 
wars  that  could  become  inter-state  conflicts  as  well.  Thus  the  kind  of  security  prob- 
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lems  we  were  accustomed  to  face  in  the  Third  World  is  now  the  kind  confronting 
the  First  and  Second  Worlds. 

My  second  general  proposition  concerns  the  likely  impact  of  economic  and  military 
assistance  on  states  involved  in  internal  wars  or  so  instable  that  such  wars  could 
easily  breakout.  State-to-state  aid,  that  is,  non-market  transfers  of  capital,  are  just 
as  likely,  often  more  likely,  to  hurt  the  recipient  than  to  help  it.  That  was  the  find- 
ing of  my  book.  While  the  reasons  are  numerous  and  complex,  the  central  one  con- 
cerns public  sector  spending  by  the  recipient  governments.  They  appear  to  need  as- 
sistance because  they  cannot  extract  adequate  resources  through  internal  taxation 
to  pay  for  public  sector  expenditures,  civil  and  military.  Being  weak  regimes,  they 
do  not  have  reliable  and  effective  bureaucracies  for  governing.  That  is  why  they  can- 
not tax  effectively  and  equitably.  At  the  same  time,  forces  fighting  against  the  re- 
gime often  take  over  much  of  the  local  tax  base  for  their  own  use.  In  a  real  sense, 
an  internal  war  is  about  competition  for  control  of  the  domestic  tax  base. 

Foreign  economic  assistance  to  such  states  quickly  becomes  a  substitute  for  do- 
mestic taxation,  and  public  sector  spending  consumes  virtually  all  of  such  aid,  even 
when  it  is  earmarked  for  private  sector  development.  In  a  word,  the  recipient  gov- 
ernment turns  its  foreign  assistance  patron  into  its  tax  base  while  surrendering  its 
internal  tax  base  either  to  private  citizens  or  anti-regime  forces.  I  found  that  to  be 
massively  true  in  Vietnam  from  personal  experience,  and  I  found  in  my  research 
that  it  was  also  true  for  El  Salvador,  the  Philippines,  Guatemala,  and  Peru. 

Students  of  political  development  have  discovered  that  the  best  indicator  of  the 
strength  and  stability  of  a  regime  is  its  ability  to  tax.  In  order  to  tax  effectively, 
it  has  to  build  both  central  and  local  government,  and  it  has  to  penetrate  all  sectors 
of  its  society.  The  strong  states  of  northern  and  western  Europe  became  strong  in 
the  modern  era  because  they  were  able  to  extend  government  agencies  for  law  and 
order  into  every  part  of  their  societies.  They  began  that  process  in  the  16th  century 
in  order  to  raise  revenues  for  war.  They  could  only  tax  effectively  where  they  could 
govern  effectively. 

There  will  be  no  strong  and  stable  states  in  East  Europe,  the  former  Soviet  Union, 
and  elsewhere  unless  they  also  manage  to  build  all-inclusive,  equitable,  tax  extrac- 
tion systems.  In  so  doing,  they  also  will  have  to  build  the  key  public  sector  services 
for  law,  order,  roads,  communications,  etc. 

Where  foreign  economic  and  military  assistance  serves  as  a  substitute  for  tax- 
ation, regimes  have  far  less  incentive  to  carry  through  on  these  state-building  proc- 
esses. That  is  the  major  danger  from  U.S.  assistance.  The  more  abundant  it  is,  the 
more  dysfunctional  it  is,  both  for  U.S.  aims  and  for  the  recipients'  political  stability. 
Recipient  states  involved  in  internal  wars  have  the  additional  tendency  to  leave  the 
domestic  tax  base  for  exploitation  by  insurgent  organizations. 

USAID  and  U.S.  Military  Assistance  Groups,'  of  course,  attempt  to  ensure  the 
specified  use  of  U.S.  direct  aid,  but  in  the  best  event,  they  cannot  achieve  more  than 
modest  success  in  preventing  the  misuse  of  such  resources  and  their  contribution 
to  irresponsible  public  sector  spending  by  the  recipient.  We  have  more  than  a  little 
experience  with  this  same  problem  in  our  own  domestic  public  programs  in  the 
United  States.  Why  should  we  believe  we  would  not  do  worse  in  spending  assistance 
funds  in  other  countries?  My  reading  of  the  record  shows  that  we  nave. 

This  brings  me  to  my  third  general  proposition.  Capital  transfers  to  client  states 
that  pass  largely  through  the  private  sector  are  less  likely  to  have  the  same  harmful 
effect  as  direct  transfers  to  governments.  The  private  sector  has  a  better  record  in 
general  because  it  is  better  positioned  to  use  the  money  for  growth  inducing  pur- 
poses. The  exceptions  are  where  credits  are  wholly  guaranteed  by  governments  and 
where  the  recipient  state  interferes  and  skims  of  a  large  portion  of  such  transfers. 
This  tends  to  undercut  to  the  discipline  in  the  private  sector.  It  leads  to  more  losses 
through  corruption  and  excessive  risk-taking  by  private  entrepreneurs. 

The  implication  of  this  proposition  for  U.S.  policy,  of  course,  is  greater  reliance 
on  the  private  sector  coupled  with  fewer  U.S.  government  guarantees  against  losses 
by  private  sector  institutions.  Peru  is  a  spectacular  example  of  both  my  second  and 
third  propositions.  Since  its  independence  in  the  early  19th  century,  it  has  been 
through  a  series  of  major  defaults,  one  almost  precisely  every  50  years.  The  regime 
has  traditionally  funded  its  public  sector  from  state-run  business  and  foreign  cred- 
its. Thus  it  never  was  forced  to  build  adequate  governmental  capacity  to  collect 
taxes  from  the  entire  society.  Since  public  sector  spending  either  generated  no 
growth  or  created  it  inefficiently  by  squeezing  out  a  genuinely  competitive  private 
sector,  the  regime  repeatedly  fell  into  severe  fiscal  crisis.  As  long  as  the  institutions 
of  foreign  assistance  and  international  finance,  repeat  the  old  habit  of  bailing  out 
the  Peruvian  regime,  it  will  never  be  forced  to  build  a  strong  state  and  thriving  pri- 
vate sector  economy. 
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Turning  to  East  Europe  and  the  Soviet  Union,  I  have  been  struck  by  the  applica- 
bility of  my  findings  on  Latin  America  and  the  Philippines  to  that  region.  They 
share  remarkable  similarities.  They  both  have  large,  landless  peasantries,  and  they 
both  have  large  statist  economies.  Both  desperately  need  land  reform  for  market- 
driven  agriculture  and  privatization  of  most  of  the  state  economic  sectors.  What 
they  do  not  need  is  large  government-to-government  loans  or  grants.  Transnational 
capital  transfers  to  both  regions  desperately  need  to  be  forced  into  the  private  sec- 
tor. 

It  is  highly  instructive  in  this  regard  to  compare  economic  developments  in  the 
former  East  Germany  on  the  one  hand  and  Poland,  Czechoslovakia,  and  Hungary 
on  the  other.  Massive  state  capital  transfers  are  going  to  eastern  Germany,  but  not 
to  the  other  three  states.  Private  capital,  by  contrast,  particularly  German  private 
capital,  shows  a  much  stronger  preference  for  investment  in  East  Europe  than  in 
eastern  Germany.  Because  the  Bonn  government  can  provide  adequate  political  sta- 
bility for  eastern  Germany,  this  situation  may  eventually  turn  around,  but  the  les- 
son remains  valid.  If  any  one  of  the  three  East  European  states  succeeds  with  pri- 
vatization and  also  maintaining  political  stability,  the  eastern  part  of  Germany  will 
have  a  much  harder  time  in  catching  up  to  it. 

Fortunately,  some  in  the  Russian  government  have  understood  that  foreign  eco- 
nomic assistance  is  not  a  panacea,  and  equally  fortunate  is  the  absence  of  adequate 
Western  capital  to  provide  the  quantity  of  direct  economic  aid  recommended  by 
some  Western  spokesmen. 

One  may  ask  what  all  of  this  generalizing  about  economic  assistance  has  to  do 
with  military  assistance.  The  answer  is  a  lot,  precisely  because  the  two  are  inex- 
tricably entangled.  Military  expenditures  are  public  sector  expenditures,  and  abso- 
lutely critical  ones,  sometimes  for  good,  sometimes  for  evil.  If  they  underpin  political 
stability  and  facilitate  economic  development,  they  are  excellent  investments.  Yet 
they  may  bring  undesirable  consequences,  e.g.,  excessive  public  spending,  corrup- 
tion, obstacles  to  law  and  order,  and  often  military  dictatorship. 

In  a  number  of  cases,  U.S.  military  assistance  has  contributed  to  these  undesir- 
able consequences.  Military  resources  have  frequently  either  been  diverted  to  pri- 
vate gain  by  senior  military  and  political  officials  or  been  used  to  support  policies 
impeding  liberal  economic  and  political  development,  not  just  in  the  short  run,  but 
also  in  the  longer  run.  Military  assistance  programs,  therefore,  should  not  be  consid- 
ered in  a  separate  category  from  the  larger  economic  and  other  assistance  programs. 

Some  of  you  may  cite  South  Korea,  Japan,  and  Germany  as  contrary  examples 
where  U.S.  massive  assistance  did  produce  the  desired  results.  They  are  indeed  ex- 
ceptions to  my  general  propositions,  but  they  also  each  had  highly  particular  condi- 
tions seldom  found  in  states  where  U.S.  economic  and  security  assistance  has  been 
going.  Moreover,  the  U.S.  military  essentially  substituted  for  their  domestic  govern- 
ments for  a  time,  not  a  pattern  common  in  our  present  security  assistance  pro- 
grams. 

Most  of  the  contemporary  recipients  of  U.S.  assistance  are  weak  regimes.  As  the 
first  modern  political  scientist,  Machiavelli,  pointed  out  in  The  Prince,  the  founda- 
tions all  stable  regimes  share  in  common  are  good  laws  and  strong  armies,  and 
there  can  be  no  good  laws  without  strong  armies.  The  military  inevitably  becomes 
a  central  institution  in  weak  states  precisely  because  they  are  weak,  lacking  strong 
and  responsive  civil  institutions.  A  strong  military  may  provide  political  stability  for 
considerable  periods,  but  it  may  not  produce  economic  growth  and  liberal  political 
development.  Where  such  dictatorships  have  favored  private  property  and  a  market 
economy  over  statist  economic  policies,  liberal  regimes  have  some  times  eventually 
emerged.  Thus  the  military  can  play  both  positive  and  negative  roles  in  a  states 
political  and  economic  development. 

Just  as  during  the  Cold  War,  in  the  future,  U.S.  strategy  will  continue  to  face 
this  complex  and  ambiguous  problem  of  balancing  foreign  military  and  non-military 
assistance  within  the  peculiarities  of  each  recipient's  domestic  politics.  Moreover, 
the  problem  will  be  further  complicated  by  the  spread  of  modern  military  tech- 
nologies and  nuclear  weapons. 

In  my  book,  On  Internal  War,  I  elaborate  in  detail  some  new  ways  to  think  about 
dealing  with  these  problems  in  light  of  what  we  know  about  achieving  political  sta- 
bility and  what  we  Know  about  how  liberal  democracies  are  made.  I  snail  only  hint 
briefly  at  the  answer  here.  Weak  states  face  a  set  of  competing  development  goals — 
economic  growth,  political  stability,  social  equity,  political  independence,  and  democ- 
racy. They  seldom,  if  ever,  can  be  achieved  simultaneously.  Therefore,  a  strategy  for 
achieving  them  in  sequence,  or  in  sequences  of  pairs  or  sets,  has  to  be  devised  for 
each  case.  A  regime  may  stumble  into  a  successful  strategy,  or  it  may  design  an 
effective  one,  or  it  may  simply  fail.  U.S.  assistance  programs,  it  would  seem,  could 
be  made  more  effective  if  they  were  particularized  for  promising  development  strate- 
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gies  based  on  such  sequences.  Where  a  potential  recipient  has  no  such  strategy  or 
refuses  to  try  to  develop  one,  U.S.  assistance  will  be  difficult  to  make  effective. 

Let  me  now  shift  to  a  lower  level  of  generality  and  offer  a  few  more  specific  policy 
rules  for  providing  assistance  in  line  with  such  strategies  for  political  development. 

First,  the  less  government-to-government  assistance  is  most  often  advisable.  The 
more  abundantly  we  provide  assistance,  military  and  economic,  the  more  directly  in- 
volved we  become  in  the  domestic  politics  of  the  recipient  state.  This  policy  course 
easily  becomes  what  I  have  elsewhere  called  "colonialism  by  ventriloquy."  We  pay 
a  government  to  do  what  we  recommend.  It  responds  with  the  slogans  and  verbiage 
we  want  to  hear  and  then  uses  the  resources  as  it  sees  fit. 

Second,  military  assistance  that  leads  to  the  reduction  of  the  total  spending  on 
its  military  by  a  recipient  state  should  be  the  aim  wherever  possible.  All  01  the 
former  Soviet  republics  and  former  Warsaw  Pact  states  are  burdened  with  the  in- 
heritance of  large  military  establishments.  Shrinking  them  is  critical  if  those  states 
are  to  succeed  on  the  path  of  liberal  economic  and  political  development. 

Third,  one  kind  of  military  assistance,  training  foreign  officers,  holds  the  promise 
of  occasional  high  payoffs.  The  IMET  program,  which  provides  for  such  training,  is 
relatively  cheap  in  the  larger  scheme  of  military  assistance.  Based  on  impressionis- 
tic experience,  I  believe  IMET  is  the  best  kind  of  military  assistance  we  can  provide. 
During  the  Carter  Administration  we  cut  virtually  all  IMET  to  Latin  America  as 
a  way  to  punish  non-democratic  regimes.  A  military  attache  from  one  of  these  states 
once  asked  me  why  we  were  so  short-sighted.  He  related  how  many  officers  from 
his  country  had  carried  American  political  values  back  home  from  their  exposure 
to  the  United  States.  Why  would  we  want  to  cut  off  this  means  of  undercutting  the 
antidemocratic  attitudes  within  the  military  elites  of  non-democratic  states?  I  did 
not  have  a  good  answer,  and  I  remain  impressed  by  his  question. 

Another  kind  of  desirable  influence  through  IMET  is  demonstrated  by  U.S.-Paki- 
stani  relations  immediately  after  the  Soviet  invasion  of  Afghanistan.  General  Zia, 
the  President  of  Pakistan,  was  being  urged  by  his  foreign  minister  to  scorn  U.S.  of- 
fers of  assistance  in  favor  of  coming  to  terms  with  Moscow.  Because  Zia  had  at- 
tended two  U.S.  Army  schools,  and  Decause  he  had  made  extremely  close  friends 
with  ordinary  American  citizens  during  those  2  years,  he  was  subjectively  inclined 
toward  the  U.S.  offer.  As  a  party  to  the  meeting  with  him  in  Pakistan  when  ho 
made  the  decision  to  accept  the  U.S.  offer,  tying  his  policy  to  U.S.  strategy  for  Af- 
ghanistan, I  gained  the  impression  that  his  IMET  experience  was  a  critical  factor 
in  his  decision. 

IMET  builds  strong  subjective  ties  with  future  military  and  political  elites  in  for- 
eign states.  I  urge  that  it  be  funded  liberally. 

For  the  officer  corps  of  East  European  states  and  the  former  Soviet  republics,  es- 
pecially Russia,  IMET  is  an  urgently  needed  instrument  of  U.S.  policy.  In  an  inter- 
view in  a  Russian  newspaper  this  spring,  the  commander  of  the  Russian  forces  in 
Germany  revealed  the  enormously  positive  impression  that  working  with  German 
and  American  military  leaders  had  made  on  him.  He  was  effusive  in  describing  the 
example  these  western  officers  presented.  Not  only  had  he  abandoned  his  view  of 
them  as  enemies;  he  also  felt  inspired  to  try  to  lift  the  Russian  officer  corps  to  their 
standards.  In  the  process  of  such  an  endeavor,  he  is  bound  to  imbibe  some  of  their 
political  values,  and  his  remarks  implied  that  he  already  has  begun  to  do  so. 

The  opportunity  for  influencing  the  character  of  the  changing  military  establish- 
ments in  all  of  these  states  is  great  today.  How  the  window  of  opportunity  will  re- 
main open  is  a  question.  I  believe  we  should  move  through  it  with  great  speed.  An 
exchange  of  military  missions  with  Russia  strikes  me  as  a  prudent  and  urgent  step. 
If  two  dozen  Russian  officers  were  stationed  near  Washington  and  an  equal  number 
of  American  officers  sent  to  Moscow,  the  benefits  might  surprise  us.  Even  if  they 
have  no  more  specific  purpose  than  to  talk  and  learn  about  each  other's  military 
system,  that  would  be  enough. 

A  fourth  rule  for  military  assistance  is  to  allocate  it  first  of  all  to  regions  and 
countries  of  strategic  importance  for  the  United  States.  Had  we  not  begun  a  quiet 
and  extensive  program  of  military  base  building  in  Saudi  Arabia  in  1980,  Oper- 
ations Desert  Shield  and  Desert  Storm  would  have  been  vastly  more  difficult.  Work- 
ing out  conflicts  between  our  own  and  the  recipient  states'  goals  in  such  military 
cooperation  is  difficult,  not  least  because  some  strategically  critical  states  do  not 
have  democratic  regimes,  but  it  should  be  attempted. 

In  such  cases,  we  must  take  a  larger  view  of  how  we  can  best  spread  democratic 

government.  Cooperation  for  strategic  convenience  with  non-democratic  states  may 
e  the  best  strategy  for  defending  and  expanding  democracy  elsewhere,  even  eventu- 
ally bringing  it  to  those  states.  A  rigid  approach,  insisting  on  virtually  no  coopera- 
tion with  non-democratic  states,  may  turn  out  to  hurt  the  larger  goal  of  spreading 
democracy.  No  simple  rule  will  work  in  deciding  such  cases.  Each  calls  for  strategic 
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judgment  and  an  element  of  gamble.  Coming  to  terms  with  a  non-democratic  Paki- 
stan in  1980  to  support  our  strategy  in  Afghanistan  made  excellent  sense.  Yet  sev- 
eral U.S.  officials  at  that  time  argued  strongly  against  it,  and  not  without  cogency. 
In  the  case  of  Iraa  in  the  1980s,  the  United  States  let  Saddam  Hussein  exploit  such 
a  tie  rather  than  the  other  way  around. 

A  fifth  rule  is  not  really  a  rule  but  a  category  for  exceptions.  In  the  past  we  have 
had  cases  where  vast  military  and  economic  aid  has  been  provided  although  it  vio- 
lated most  of  the  general  propositions  I  have  suggested  for  economic  assistance  as 
well  as  several  of  the  foregoing  rules  for  military  assistance.  There  will  undoubtedly 
be  others  in  the  future. 

Egypt  and  Israel  are  the  most  prominent  past  and  present  examples.  Those  aid 
programs  were  part  of  the  Camp  David  Accords  which  normalized  Egyptian-Israeli 
relations  in  1979.  Thus  far  it  seems  that  the  peace  settlement  has  been  well  worth 
the  aid.  At  the  same  time,  the  impact  on  both  states  may  not  have  been  as  helpful 
as  it  appears.  Although  I  am  not  familiar  with  the  detailed  realities  in  either  coun- 
try, I  strongly  suspect  that  abundant  U.S.  aid  provided  directly  to  those  govern- 
ments is  having  several  perverse  effects  on  their  domestic  developments,  the  kind 
I  identified  in  above  in  my  list  of  general  propositions.  Israel's  public  sector  spend- 
ing and  debt  trouble  a  few  of  the  more  thoughtful  Israeli  political  leaders  and  opin- 
ion makers.  Egyptian  public  sector  spending,  statist  economic  policies,  and  high  lev- 
els of  bureaucratic  corruption  could  portend  difficult  times  for  that  country.  Radical 
Islamic  groups  now  use  them  for  generating  domestic  violent  opposition  to  the  re- 
gime. 

To  some  extent,  U.S.  aid  policy  contributes  to  these  unhealthy  trends.  Thus  far, 
the  balance  for  U.S.  interests  appears  to  be  favorable,  but  it  bears  watching  and 
periodic  re-evaluation.  Because  these  two  states  consume  such  a  large  percentage 
of  our  foreign  aid,  they  limit  our  capacity  to  use  foreign  aid  elsewhere.  Thus  two 
sets  of  dangers  inhabit  these  programs,  first  the  threat  of  adverse  internal  effects 
of  such  aid,  second,  the  restraints  they  create  on  our  resources  for  other  U.S.  strate- 
gic interests. 

Two  other  kinds  of  foreign  military  assistance  may  also  concern  this  committee. 
I  have  in  mind  U.S.  foreign  military  sales  and  the  growing  role  of  expenditures  on 
peacekeeping  through  the  United  Nations.  Let  me  comment  briefly  on  both. 

On  foreign  military  sales,  two  points  strike  me  as  worth  considering  as  we  enter 
the  post-Cold  War  era.  The  first  is  connected  with  arms  control  policies  against  pro- 
liferation of  modern  arms  in  general  and  nuclear  and  chemical  weapons  in  particu- 
lar. These  policies  simply  will  not  produce  the  results  demanded  of  them.  Prolifera- 
tion of  all  kinds  of  sophisticated  weaponry  is  a  horse  virtually  out  of  the  barn.  Slam- 
ming the  barn  door  may  bruise  the  horse  a  bit,  but  eventually  it  is  likely  to  escape 
in  any  case.  As  it  does  in  particular  cases,  other  policies  and  strategies,  particular- 
ized for  each,  will  have  to  be  found.  This  is  not  an  argument  against  the  anti-pro- 
liferation efforts,  but  it  is  a  warning  that  such  efforts  alone  will  not  get  the  results 
required.  We  need  to  begin  to  think  about  the  problem  in  newer  and  Droader  ways. 

The  other  concern  is  arms  transfers.  How  liberal  should  the  United  States  be  with 
its  domestic  arms  producers  selling  abroad?  A  satisfactory  answer  would  have  to 
deal  with  far  more  ramifications  than  I  can  treat  here,  but  I  do  want  to  note  that 
we  turn  markets  over  to  other  countries  if  we  are  terribly  restrictive,  as  we  tried 
to  be  during  the  Carter  Administration.  If  U.S.  restraint  on  arms  sales  merely  en- 
courages the  buildup  of  foreign  arms  production  by  our  competitors,  that  is  not  de- 
sirable. The  other  side  of  this  coin  is  that  U.S.  arms  tend  to  be  more  advanced,  and 
if  they  fall  into  the  hands  of  hostile  states,  we  may  face  them  on  the  battlefield. 
In  the  new  security  environment,  I  am  inclined  to  be  less  supportive  of  co-produc- 
tion arrangements  which  allow  our  most  advanced  systems  to  move  into  foreign  pro- 
duction facilities.  And  I  have  always  wondered  why  we  do  not  have  an  open  and 
stronger  policy  for  selling  only  models  of  weapons  with  lesser  performance  than  our 
most  advanced  and  fielded  models.  Granted,  that  criterion  is  a  factor  in  our  policy, 
but  it  has  been  over  ruled  imprudently  on  occasions,  Iran  being  a  specific  case  in 
the  1970s.  Today,  it  deserves  much  heavier  weight  in  U.S.  arms  transfer  policy. 

I  do  not  know  if  this  committee  considers  "peacekeeping"  expenditures  as  a  dis- 
tinct part  of  the  security  assistance  account,  but  I  would  like  to  commend  Secretary 
Aspin  for  making  it  a  separate  category  in  the  Defense  Department  budget.  Tradi- 
tionally, most  of  the  burden  of  peacekeeping  forces  has  been  borne  by  smaller  states, 
states  which  did  not  carry  heavy  defense  budgets  for  maintaining  the  Cold  War 
military  balance.  In  the  new  security  environment,  we  can  easily  slip  into  carrying 
more  of  that  burden  than  is  in  our  best  interests.  The  job  of  peacekeeping  is  expand- 
ing rapidly,  and  the  costs  are  mounting.  The  present  Administration  favors  more 
multilateral  approaches  to  security  problems,  a  strategy  which  can  easily  require 
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rapid  increases  in  the  costs  of  peacekeeping  for  the  United  States  through  the  direct 
use  of  U.S.  military  forces. 

This  trend  could  prove  harmful  if  it  goes  too  far  and  consumes  a  considerable  por- 
tion of  our  declining  military  resources.  The  more  appropriate  role  for  U.S.  forces 
in  the  new  security  environment  would  seem  to  be  "peacemaking"  rather  than 
peacekeeping.  Our  more  modern  and  capable  forces  will  be  critical  in  those  endeav- 
ors while  less  capable  forces  from  other  states  are  wholly  adequate  for  peacekeeping. 

As  the  decision  was  being  made  to  commit  U.S.  forces  to  Somalia,  I  spoke  out  in 
opposition.  Part  of  my  reasoning  was  precisely  on  this  line.  I  anticipated,  and  still 
do,  that  eventually  the  United  States  will  have  to  take  a  large  ground  force  role  in 
"peacemaking"  in  the  former  Yugoslavia.  We  need  to  husband  our  capabilities  for 
that  contingency,  leaving  others  to  carry  "peacekeeping"  missions  in  such  as  places 
as  Somalia  and  Cambodia. 

Let  me  conclude  by  repeating  that  the  foreign  military  assistance  burden  for  the 
United  States  in  the  post-Cold  War  era  could  prove  no  less  than  during  the  Cold 
War.  Its  character  is  changing,  and  its  purposes  will  often  differ.  What  is  included 
under  the  category  of  foreign  military  assistance  probably  will  change.  To  expect 
that  it  will  decline  dramatically  or  disappear,  however,  strikes  me  as  a  fundamental 
misreading  of  the  post-Cold  War  challenge  for  maintaining  a  stable  international  se- 
curity system. 

At  the  same  time,  we  need  to  review  critically  our  past  experience  with  foreign 
military  assistance,  looking  for  its  dysfunctional  effects  and  its  inefficiencies.  Lar- 
gesse has  often  produced  adverse  results.  So  too  has  failure  to  coordinate  it  fully 
with  economic  assistance.  Finally,  some  kinds  of  foreign  military  assistance  inex- 
orably entangles  the  United  States  in  responsibility  for  recipient  state  domestic  poli- 
tics. Too  often  in  the  past  our  government  has  become  entangled  in  a  conflict  of 
goals  with  recipient  governments  without  understanding  that  dynamic  and  its  impli- 
cations. By  examining  these  experiences  with  an  eye  for  those  implications,  as  I 
have  tried  to  do  briefly  in  this  statement,  we  ought  to  be  able  to  improve  the  effec- 
tiveness of  most  U.S.  foreign  military  assistance  programs. 

Senator  Sarbanes.  Thank  you  very  much,  sir. 
We  will  hear  from  Mr.  Keller  first  and  then  we  will  go  to  the 
questions.  Mr.  Keller? 

STATEMENT  OF  WILLIAM  KELLER,  SENIOR  RESEARCHER, 
OFFICE  OF  TECHNOLOGY  ASSESSMENT,  WASHINGTON,  DC 

Mr.  Keller.  Thank  you,  Mr.  Chairman.  This  is  the  first  oppor- 
tunity I  have  had  to  testify  on  the  Global  Arms  Trade  Report.  I  am 
a  project  director  in  the  Office  of  Technology  Assessment.  I  directed 
OTA's  assessment  of  international  collaboration  in  defense  tech- 
nology, and  as  part  of  that  assessment,  we  published  the  report  you 
referred  to  earlier,  Global  Arms  Trade.  In  my  testimony  today,  I 
will  review  six  key  areas  that  we  stressed  in  that  report  which  I 
think  are  relevant  to  security  assistance  in  the  post-cold  war  era. 

It  has  now  been  2  years  since  we  released  the  report,  Global 
Arms  Trade,  but  in  revisiting  the  issues  raised  in  the  report,  the 
findings  remain  up  to  date  and  we  would  not  change  them  signifi- 
cantly if  we  were  to  update  the  report  today. 

Let  me  review  the  most  important  findings.  First,  OTA  found 
that  as  part  of  their  plans  for  adjusting  to  declining  U.S.  defense 
budgets,  many  defense  companies  were  increasing  their  emphasis 
on  international  business.  This  was  pursued  through  selling  ad- 
vanced conventional  weapons  to  foreign  governments.  And  increas- 
ingly, it  has  meant  transferring  defense  technology  to  foreign  com- 
panies through  licensed  production  of  U.S.  equipment  and  joint  de- 
velopment of  new  weapons  systems.  The  international  operations  of 
U.S.  defense  companies  expanded  throughout  the  1970's  at  first 
slowly  and  gained  momentum  into  the  1980's,  and  extensive  trade 
and  defense  industrial  linkages  were  established  around  the  globe. 
This  process  was  accelerated  by  the  downturn  in  domestic  defense 
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spending  and  by  increased  competition  from  companies  in  Europe 
and  several  developing  nations. 

Second,  OTA  found  that  expanding  international  defense  busi- 
ness may  increase  profits  for  individual  U.S.  companies,  but  that 
for  the  U.S.  defense  industry  as  a  whole,  the  benefits  are  not  so 
clear  cut.  International  defense  industrial  collaboration  creates 
competition  for  U.S.  companies  both  in  foreign  markets  and  at 
home.  Highly  capable  foreign  defense  firms,  moreover,  seek  to  form 
strategic  Dusiness  alliances  and  subcontracting  relationships  and 
even  to  acquire  American  companies  in  order  to  penetrate  the  U.S. 
market,  which  is  by  far  the  largest  and  the  most  lucrative  in  the 
world.  That  is  still  true  today,  even  with  our  drawdown  and  our 
downsizing  plans. 

In  a  third  area,  as  you  noted — I  will  not  go  much  into  this — OTA 
reported  that  distinctly  economic  considerations  had  entered  our 
arms  transfer  policies  in  recent  years.  Traditionally,  the  U.S.  Gov- 
ernment had  viewed  arms  sales  and  transfers  primarily  as  instru- 
ments of  foreign  policy,  to  exert  regional  influence  to  strengthen  al- 
liances and  to  oppose  the  expansion  of  Communist  power.  But  in 
1991,  as  companies  began  to  shed  workers  and  close  production  fa- 
cilities, some  Government  officials  began  to  espouse  foreign  sales  as 
a  means  of  keeping  lines  open.  I  will  be  very  specific  here.  This  in- 
formation was  contained  not  only  in  press  reports,  but  in  the  De- 
partment of  State  and  the  DSAA  congressional  presentation  docu- 
ment for  1992  on  page  6.  So,  they  are  on  the  record  for  that. 

Since  the  publication  of  OTA's  report,  the  economic  aspects  of 
arms  exports  have  become  more  pronounced,  not  less,  despite  seri- 
ous consideration  of  other  responses  to  declining  defense  budgets. 
Now,  OTA  has  addressed  a  number  of  these  other  responses  in  our 
publications:  "After  the  Cold  War"  and  in  "Defense  Conversion," 
that  was  released  last  week;  and  our  studies,  "Future  Security"  and 
"Redesigning  Defense."  I  would  be  happy  to  provide  those  reports 
to  the  committee. 

In  the  closing  weeks  of  the  last  Presidential  campaign,  lobbying 
groups,  Members  of  Congress,  and  President  Bush  all  invoked  the 
issue  of  preserving  U.S.  jobs  to  support  the  controversial  sales  of 
F-15  fighter  aircraft  to  Saudi  Arabia  and  F-16  fighters  to  Taiwan. 

In  a  fourth  area,  the  OTA  report  found  that  cooperating  with  for- 
eign industry  in  the  development  and  production  of  weapons  builds 
up  their  capabilities,  transferring  potent,  advanced  defense  tech- 
nology to  foreign  nations.  Increasingly,  defense  industrial  coopera- 
tion is  built  into  the  structure  of  major  arms  transfers  as  a  condi- 
tion for  making  the  sale. 

In  1988  the  United  States  was  engaged  in  transferring  the  pro- 
duction technology  for  approximately  70  major  weapons  systems  to 
foreign  countries,  about  the  same  number  as  the  NATO  allies  and 
the  former  Soviet  states  combined.  Over  the  past  two  decades, 
these  arrangements  have  contributed  to  the  emergence  of  new  cen- 
ters of  advanced  defense  industry  and  technology,  first  in  Europe, 
then  in  the  western  Pacific,  and  increasingly  in  aeveloping  nations 
around  the  globe. 

Our  report  documented  this  process  with  case  studies  of  Europe, 
Japan,  South  Korea,  Brazil,  India,  Israel,  Taiwan,  Australia,  Indo- 
nesia, and  Singapore,  among  others.  Each  new  center  of  defense  in- 
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dustry  typically  seeks  its  own  export  sales  with  the  potential  for 
further  transfer  of  technology,  adding  to  the  proliferation  of  defense 
industry  itself.  The  end  result  is  predictable.  It  is  the  gradual  and 
collective  loss  of  control  over  potent  weapons  emanating  from  many 
different  parts  of  the  world.  We  saw  some  of  this  in  the  armaments 
acquired  by  Saddam  Hussein. 

Fifth,  the  OTA  report  found  that  international  arms  business,  of 
which  the  United  States  is  first  among  several  prominent  suppliers 
in  the  West,  is  building  up  a  dangerously  armed  world.  This  ap- 
peared self-evident,  but  many  still  contest  it.  In  the  Middle  East, 
arms  imports  to  the  region  have  raised  the  stakes  associated  with 
political  instability  and  have  figured  prominently  in  the  calcula- 
tions of  militant  religious  regimes  and  regional  strong  men.  As  the 
Islamic  revolution  in  Iran  has  shown,  once  transferred,  modern 
weapons  can  outlast  the  governments  they  were  intended  to  sup- 
port. As  the  Persian  Gulf  war  demonstrated,  arms  may  outlast  the 
good  will  of  the  leaders  to  whom  they  were  supplied.  Highly  armed 
adversaries,  moreover,  make  it  difficult  for  the  United  States  to 
protect  its  interests  while  reducing  defense  expenditures  at  home. 

Finally,  the  OTA  report  concluded  that  stemming  proliferation  of 
advanced  conventional  weapons  and  defense  technology  would  re- 
quire multilateral  restraints  by  Europe,  the  Soviet  Union,  and  the 
United  States.  Because  these  three  then  accounted  for  about  80 
percent  of  all  arms  exports,  an  agreement  to  restrain  exports  could 
have  had  far-reaching  implications.  In  the  context  of  a  new  world 
order,  conventional  arms  control  appeared  to  be  a  clear  alternative 
to  a  continuing  arms  bazaar,  especially  in  the  Middle  East.  With- 
out the  stimulus  of  a  polarizing  U.S.-Soviet  military  confrontation, 
the  continuance  of  Third  World  arms  proliferation  has  lost  much  of 
its  military  and  political  justification.  Considering  its  recent  role  in 
the  Persian  Gulf  crisis,  the  U.N.,  OTA  suggested,  might  be  the  ap- 
propriate vehicle  to  pursue  multilateral  restraint  of  defense  ex- 
ports. As  a  further  complication,  any  effort  today  to  restrain  ex- 
ports of  military  equipment  would  have  to  include  several  of  the 
former  Soviet  republics,  particularly  given  recent  reports  of  Rus- 
sian offers  to  sell  major  equipment  at  lire  sale  prices. 

Our  report,  written  in  the  context  of  the  transition  to  the  post- 
cold  war  period,  was  released  by  this  committee  in  June  1991.  As 
we  went  to  press,  President  George  Bush  announced  a  set  of  pro- 
posals to  ban  weapons  of  mass  destruction  and  limit  trade  in  con- 
ventional arms.  The  Bush  initiative  included  a  plan  for  multilateral 
restraint  of  conventional  arms  transfers  to  the  Middle  East. 

Subsequently,  the  five  permanent  members  of  the  U.N.  Security 
Council  met  in  July  1991  in  Paris  and  again  in  London  in  October 
to  consider  ways  to  reduce  the  flow  of  conventional  arms  to  that  re- 
gion. They  issued  a  set  of  "Guidelines  for  Conventional  Arms 
Transfers.  These  were  seconded  by  the  economic  Group  of  Seven 
2  weeks  later,  and  the  five  powers  agreed  to  inform  each  other  of 
arms  exports  to  the  Middle  East  and  supported  the  early  establish- 
ment of  a  U.N.  arms  registry. 

In  Global  Arms  Trade,  we  reported  that  U.S.  arms  exports  had 
increased  to  a  10-year  high,  while  NATO  Europe  arms  exports  had 
fallen  significantly.  In  1988,  the  last  year  for  which  complete 
ACDA  data  and  statistics  were  then  available,  the  United  States 
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exported  $14.3  billion  in  arms  as  compared  to  $4.1  billion  for 
NATO  Europe  combined.  It  was  clear  then  that  if  this  trend  contin- 
ued, it  would  place  the  United  States  in  a  position  to  exert  pro- 
found influence  on  the  course  of  conventional  weapons  prolifera- 
tion. As  the  principal  arms  exporter  in  the  West,  the  United  States 
could  either  exercise  its  leadership  and  propose  to  its  allies  ways 
of  reducing  commerce  and  modern  conventional  weapons,  or  it 
could  press  its  advantage  and  increase  arms  exports  to  a  range  of 
existing  markets,  principally  in  the  Middle  East  and  the  western 
Pacific. 

Since  the  publication  of  the  OTA  report,  U.S.  foreign  military 
sales  have  expanded  to  record  levels.  According  to  official  data  pre- 
pared for  Congress  by  the  Defense  Security  Assistance  Agency,  for- 
eign military  sales  agreements  reached  approximately  $24  billion 
in  fiscal  year  1991,  $15  billion  in  fiscal  year  1992,  and  are  esti- 
mated to  be  $28  billion  for  this  fiscal  year.  According  to  data  com- 
piled by  the  Arms  Control  Association,  U.S.  arms  transfers  to  the 
Middle  East  notified  to  Congress  since  the  invasion  of  Kuwait  to- 
taled $36.8  billion.  Of  that  total,  $23.8  billion  was  notified  since 
President  Bush  announced  the  initiative  to  control  arms  exports  to 
the  Middle  East. 

I  would  be  happy  to  answer  any  questions.  I  will  conclude  my 
statement  there. 

[The  prepared  statement  of  Mr.  Keller  follows:] 

Prepared  Statement  of  Mr.  Keller 

Mr.  Chairman,  thank  you  for  the  opportunity  to  testify  before  this  subcommittee. 
My  name  is  William  W.  Keller.  I  am  a  project  director  in  the  Office  of  Technology 
Assessment.  I  directed  OTA's  assessment  of  "International  Collaboration  in  Defense 
Technology."  As  part  of  that  assessment,  we  published  a  report  entitled,  Globed 
Arms  Trade:  Commerce  in  Advanced  Military  Technology  and  Weapons.  In  my  testi- 
mony today,  I  will  review  six  key  areas  addressed  in  that  report,  which  are  relevant 
to  security  assistance  in  the  post-Cold  War  era.1 

It  has  now  been  2  years  since  OTA  released  the  report  on  Global  Arms  Trade. 
But  in  revisiting  the  issues  raised  in  the  report,  the  findings  remain  up  to  date:  we 
would  not  change  them  significantly  if  we  were  to  update  the  report  today. 

Let  me  review  the  most  important  findings.  First,  OTA  found  that  as  part  of 
their  plans  for  adjusting  to  a  declining1  U.S.  defense  budget,  many  U.S.  de- 
fense companies  were  increasing  their  emphasis  on  international  business. 
This  was  pursued  through  selling  advanced  conventional  weapons  to  foreign  govern- 
ments. And  increasingly,  that  has  meant  transferring  defense  technology  to  foreign 
companies  through  licensed  production  of  U.S.  equipment  and  joint  development  of 
new  weapons  systems.  The  international  operations  of  U.S.  defense  companies  ex- 

f landed  throughout  the  1970s  and  80s,  ana  extensive  trade  and  defense  industrial 
inkages  were  established  around  the  globe.  This  process  was  accelerated  by  a  down- 
turn in  domestic  defense  spending  and  by  increased  competition  from  companies  in 
Europe  and  several  developing  nations. 

Second,  OTA  found  that  expanding  international  defense  business  may  in- 
crease profits  for  individual  U.S.  companies,  but  that  for  the  U.S.  defense 
industry  as  a  whole,  the  benefits  are  not  so  clear  cut.  International  defense 
industrial  collaboration  creates  competition  for  U.S.  companies  both  in  foreign  mar- 
kets and  at  home.  Highly  capable  foreign  defense  firms,  moreover,  seek  to  form  stra- 
tegic business  alliances  and  subcontracting  relationships,  and  even  to  acquire  Amer- 
ican companies  in  order  to  penetrate  the  U.S.  market,  which  is  by  far  the  largest 
and  most  lucrative  in  the  world. 

Thomson-AG,  the  French  defense  electronics  firm,  is  a  good  example.  It  has  par- 
ticipated in  extensive  teaming  and  subcontracting  relationships  with  U.S.  defense 


1  These  six  areas  are  listed  as  principal  findings  in  U.S.  Congress,  Office  of  Technology  Assess- 
ment, Global  Arms  Trade,  OTA-ISC-^60  (Washington,  DC:  U.S.  Government  Printing  Office, 
June,  1991),  pp.  12-16. 
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companies.  Over  the  past  several  years,  Thomson-CSF,  the  U.S.  holding  company, 
has  acquired  12  defense  subsidiaries  in  the  United  States,  including  Wilcox  Electric 
(1988)  and  Alsys  Corporation  (1991),  with  a  combined  work  force  of  about  1400  per- 
sons and  annual  sales  of  about  $225  million.2  According  to  the  chairman  of  its  U.S. 
operations,  Thomson's  "overriding  aim  is  to  ensure  that  each  of  its  core  business 
groups  *  *  *  has  the  critical  mass  to  lead  and  grow  in  a  competitive  global  market- 
place. The  company  pursues  mergers,  acquisitions,  and  strategic  alliances  in  order 
to  strengthen  its  position  in  worldwide  defense  markets." 3  In  1992,  Thomson  at- 
tempted to  acquire  the  Missiles  Division  of  the  LTV  Aerospace  and  Defense  Com- 
pany, but  withdrew  after  meeting  resistance  from  the  Congress  and  the  Defense  De- 
partment. Such  investments  have  to  be  examined  on  a  case-by-case  basis. 

While  some  foreign  companies  have  acquired  U.S.  defense  firms,  this  is  not  the 
predominant  pattern  of  international  collaboration  in  defense  industry  and  tech- 
nology. More  often,  foreign  governments  seek  the  transfer  of  U.S. -origin  production 
technology  to  indigenous  industry — as  a  condition  for  importing  U.S.  equipment.  In- 
creasingly, collaboration  between  U.S.  and  foreign  defense  companies  results  in  the 
transfer  of  U.S.-origin  defense  technology  to  other  countries. 

In  a  third  area,  OTA  reported  that  a  distinctly  economic  component  had  en- 
tered U.S.  international  military  sales  policies  in  recent  years.  At  the  time, 
OTA  characterized  this  as  a  departure  from  long-standing  practice.  Traditionally, 
the  U.S.  Government  viewed  arms  sales  and  transfers  primarily  as  instruments  of 
foreign  policy — to  exert  regional  influence,  to  strengthen  alliances,  and  to  oppose  the 
expansion  of  communist  power.  But  in  1991,  as  companies  began  to  shed  workers 
and  close  production  facilities,  some  government  officials  became  concerned  over  the 
likely  loss  of  important  elements  of  the  domestic  defense  industry,  as  a  way  for 
them  to  compensate  for  decreasing  domestic  business.  They  became  more  sympa- 
thetic to  the  desire  of  U.S.  defense  companies  to  increase  export  sales.  Elements  of 
the  security  assistance  bureaucracy  at  the  Departments  of  State  and  Defense,  for 
example,  advocated  foreign  sales  of  U.S.  military  equipment — including  Ml  tanks 
and  F-16  fighter  aircraft— as  a  means  to  keep  production  lines  open,  especially  in 
cases  where  the  United  States  Government  had  decided  to  reduce  procurement  or 
not  to  buy  additional  equipment.4 

Since  the  publication  of  OTA's  report,  the  economic  aspect  of  arms  exports  has 
become  more  pronounced,  despite  serious  consideration  of  other  responses  to  declin- 
ing defense  budgets.5  In  the  closing  weeks  of  the  last  presidential  campaign,  for  ex- 
ample, lobbying  groups,  members  of  Congress,  and  President  Bush  all  invoked  the 
issue  of  preserving  U.S.  iobs  to  support  the  controversial  sales  of  F-15  fighter  air- 
craft to  Saudi  Arabia  ana  F-16  fighters  to  Taiwan. 

In  a  fourth  area,  the  OTA  report  found  that  cooperating  with  foreign  indus- 
try— in  the  development  and  production  of  weapons — -builds  up  their  capa- 
bilities, transferring  potent,  advanced  defense  technology  to  foreign  na- 
tions. Increasingly,  defense  industrial  cooperation  is  built  into  the  structure  of 
major  arms  transfers,  as  a  condition  of  making  the  sale. 

The  transfer  of  advanced  U.S.  fighter  technology  to  South  Korea,  the  Korean 
Fighter  Project,  is  a  good  example.  In  1989,  South  Korea  agreed  to  buy  120  twin 
engine  F/A-18  fighter  aircraft  from  McDonnell  Douglas  for  approximately  $5  billion, 
with  12  planes  to  be  purchased  off-the-shelf,  36  assembled  from  U.S.-built  kits,  and 
72  produced  under  license  in  Korea.  The  transfer  of  F/A-18  production  technology 
to  South  Korea  would  have  required  complex  and  extensive  collaboration  between 
McDonnell  Douglas  and  numerous  Korean  defense  companies.  But  by  1991,  the 
price  had  risen  to  $6.2  billion,  and  the  Koreans  were  demanding  sophisticated 
radar,  software,  and  composite  materials  technologies  that  the  company  was  reluc- 
tant to  release.  After  nearly  2  years,  South  Korea  broke  off  negotiations  and  decided 
to  buy  the  General  Dynamics  (GD)  F-16  fighter  instead.  GD's  ability  to  offer  the 
F-16  at  a  lower  price  and  add  additional  technology,  an  advanced  radar,  and  air- 
to-air  missiles  were  reportedly  important  factors.6 


2Thomson-CSF,  document  entitled  "Benefits  of  the  Acquisition."  Page  5  contains  a  list  of 
Thomson-CSF  facilities  in  the  U.S.,  April  3,  1992. 

3Statement  of  James  D.  Bell,  Chairman  and  President,  Thomson-CSF,  Inc.,  before  the  Sub- 
committee on  Defense  Industry  and  Technology,  Committee  on  Armed  Services,  United  States 
Senate,  April  30,  1992,  p.  5. 

4U.S.Department  of  State  and  U.S.  Defense  Security  Assistance  Agency,  Congressional  Pres- 
entation for  Security  Assistance  Programs,  fiscal  year  1992,  p.  6. 

6  OTA  has  addressed  different  aspects  in  the  transition  to  lower  defense  spending  in  reports 
entitled:  After  the  Cold  War,  Defense  Conversion,  Building  Future  Security,  and  Redesigning  De- 
fense. 

«The  Washington  Post,  Mar.  29,  1991,  p.  Fl;  Wall  Street  Journal,  Mar.  29,  1991,  p.  A3;  De- 
fense News,  Apr.  1,  1991,  p.  4. 


285 

In  1988  the  United  States  was  engaged  in  transferring  the  production  technology 
for  approximately  70  major  weapons  systems  to  foreign  countries,  about  the  same 
number  as  its  NATO  allies  and  the  former  Soviet  Union  combined.  Over  the  past 
two  decades,  these  arrangements  have  contributed  to  the  emergence  of  new  centers 
of  advanced  defense  industry  and  technology,  first  in  Europe,  next  in  the  Western 
Pacific,  and  increasingly  in  developing  nations  around  the  globe.7 

Our  report  documented  this  process  with  case  studies  of  the  defense  industries 
of  Japan,  South  Korea,  Brazil,  India,  Israel,  Taiwan,  Australia,  Indonesia,  and 
Singapore,  among  others.  Each  new  center  of  defense  industry  typically  seeks  its 
own  export  sales,  with  the  potential  for  further  transfer  of  technology,  adding  to  the 
proliferation  of  defense  industry  and  technology.  The  end  result  is  the  gradual  and 
collective  loss  of  control  over  potent  weapons  emanating  from  many  different  parts 
of  the  world. 

Fifth,  the  OTA  report  found  that  international  arms  business,  in  which  the 
United  States  is  first  among  several  prominent  suppliers,  is  building  up  a 
dangerously  armed  world.  In  the  Middle  East,  arms  imported  to  the  region  have 
raised  the  stakes  associated  with  political  instability  and  have  figured  prominently 
in  the  calculations  of  militant  religious  regimes  and  regional  strong  men.  As  the  Is- 
lamic revolution  in  Iran  has  shown,  once  transferred,  modern  weapons  can  outlast 
the  governments  they  were  intended  to  support.  As  the  Persian  Gulf  War  has 
shown,  arms  may  outlast  the  good  will  of  the  leaders  to  whom  they  were  supplied. 
Highly  armed  adversaries  make  it  more  difficult  for  the  United  States  to  protect  its 
interests  while  reducing  defense  expenditures. 

Finally,  the  OTA  report  concluded  that  stemming  proliferation  of  advanced 
conventional  weapons  and  defense  technology,  would  require  multilateral 
restraint  by  Europe,  the  Soviet  Union,  and  the  United  States.  Because  these 
three  then  accounted  for  about  80  percent  of  all  arms  exports  (and  a  higher  percent- 
age of  advanced  weapons),  an  agreement  to  restrain  exports  could  have  far-reaching 
implications.  In  the  context  of  a  "new  world  order,"  conventional  arms  control  ap- 
peared to  be  a  clear  alternative  to  a  continuing  arms  bazaar,  especially  in  the  Mid- 
dle East.  Without  the  stimulus  of  a  polarizing  U.S. -Soviet  military  confrontation, 
the  continuance  of  Third  World  arms  proliferation  has  lost  much  of  its  military  and 
political  justification.  Considering  its  recent  role  in  the  Persian  Gulf  crisis,  the  Unit- 
ed Nations,  OTA  suggested,  might  be  the  appropriate  vehicle  to  pursue  multilateral 
restraint  of  defense  exports.  As  a  further  complication,  any  effort  to  restrain  exports 
of  military  equipment  would  have  to  include  several  of  the  former  Soviet  republics, 
particularly  given  recent  reports  of  Russian  offers  to  sell  major  equipment  at  fire- 
sale  prices. 

Our  report,  written  in  the  context  of  the  transition  to  the  post-Cold  War  period, 
was  released  by  this  Committee  in  June  1991.  As  we  went  to  press,  President 
George  Bush  announced  a  set  of  proposals  to  ban  weapons  of  mass  destruction  and 
limit  trade  in  conventional  arms.8  The  Bush  initiative  included  a  plan  for  multilat- 
eral restraint  of  conventional  arms  transfers  to  the  Middle  East.  Subsequently,  the 
five  permanent  members  of  the  U.N.  Security  Council  met  in  July  (in  Paris)  and 
in  October  (in  London)  to  consider  ways  and  means  to  reduce  the  flow  of  conven- 
tional arms  into  the  Middle  East.  They  issued  a  set  of  "Guidelines  for  Conventional 
Arms  Transfers,"  agreed  to  inform  each  other  of  arms  exports  to  the  Middle  East, 
and  supported  the  early  establishment  of  the  U .N.  registry.9 

In  Global  Arms  Trade,  we  reported  that  U.S.  arms  exports  had  increased  to  a  10- 
year  high,  while  NATO  Europe  arms  exports  had  fallen  significantly.  In  1988,  the 
last  year  for  which  complete  ACDA  statistics  were  then  available,  the  United  States 
exported  $14.3  billion  in  arms  as  compared  to  $4.1  billion  for  NATO  Europe  com- 
bined.10 It  was  clear  then  that  if  this  trend  continued,  it  would  place  the  United 
States  in  a  position  to  exert  profound  influence  on  the  course  of  conventional  weap- 
ons proliferation:  As  the  principal  arms  exporter  in  the  West,  the  United 
States  could  either  exercise  its  leadership  and  propose  to  its  allies  ways  of 
reducing  commerce  in  modern  conventional  weapons,  or  it  could  press  its 


7  With  respect  to  the  Western  Pacific  region,  see  Defense  Science  Board,  Defense  Industrial 
Cooperation  with  Pacific  Rim  Nations,  October  1989,  p.  viii. 

«  Washington  Post  and  New  York  Times,  May  30,  1991,  p.  1. 

""Meeting  of  the  Five  on  Arms  Transfers  and  Non-Proliferation:  London  17/18  October  1991," 
Commonwealth  Office,  Press  Release,  No.  172,  Friday  18  October  1991. 

10  From  1978  through  1987,  NATO  Europe  arms  exports  ranged  between  about  $8  billion  and 
$14  billion.  In  1988,  NATO  Europe  arms  exports  fell  to  $4.1  billion.  U.S.  Arms  Control  and  Dis- 
armament Agency,  World  Military  Expenditures  and  Arms  Transfers,  1989  (Washington,  DC: 
U.S.  Government  Printing  Office,  1990,  pp.  88  and  111. 
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advantage  and  increase  arms  exports  to  a  range  of  existing  markets,  prin- 
cipally in  the  Middle  East  and  Western  Pacific. 

Since  the  publication  of  the  OTA  report  U.S.  foreign  military  sales  have  expanded 
to  record  levels.  According  to  official  data  prepared  for  Congress  by  the  Defense  Se- 
curity Assistance  Agency,  foreign  military  sales  agreements  reached  approximately 
$24  billion  in  FY91,  $15  billion  in  FY92,  and  are  estimated  to  be  $28  billion  in 
FY93.11  According  to  data  compiled  by  the  Arms  Control  Association,  U.S.  arms 
transfers  to  the  Middle  East  notified  to  Congress  since  the  invasion  of  Kuwait  total 
$36.8  billion.  Of  that  total,  $23.8  billion  was  notified  since  President  Bush  an- 
nounced the  initiative  to  control  arms  exports  to  the  Middle  East.  I  would  be  happy 
to  answer  questions  regarding  OTA's  assessment  of  "International  Collaboration  in 
Defense  Technology"  and  our  report  on  the  global  arms  trade.  Thank  you. 

Senator  Sarbanes.  Well,  gentlemen,  thank  you  very  much.  There 
is  a  rollcall  on.  I  am  going  to  ask  just  a  few  questions,  and  then 
we  may  submit  some  additional  ones  for  the  record.  We  are  goin 
to  have  a  string  of  votes  here  apparently,  and  I  don't  want  to  hoi 
you  beyond  that. 

General,  let  me  ask  you  this  question.  I  can  understand  in  the 
cold  war  what  led  to  escalating  arms  races  and  regional  situations; 
although  many  of  us  thought,  even  at  the  time,  that  we  were  really 
arming  these  countries  to  fight  one  another  rather  than  the  Soviet 
Union. 

What  is  the  driving  force  now  in  any  strategic  or  foreign  policy 
sense  to  be  escalating  these  arms  levels  around  the  world? 

General  Odom.  Well,  as  I  said  in  my  comments,  when  you  relax 
the  structure  that  was  imposed  by  the  cold  war  bipolar  system,  you 
made  the  world  safe  for  a  lot  of  small  hot  wars.  So,  a  lot  of  re- 
pressed interstate  and  intrastate  struggle  is  now  coming  to  the  sur- 
face, and  some  of  it  will  be  along  state  lines.  A  lot  of  it  will  be 
trans-state  organizations.  I  liked  Huntington's  foreign  affairs  arti- 
cle in  this  recent  issue  when  he  talks  about  the  clash  of  civiliza- 
tions being  one  of  the  major  dividing  lines  replacing  ideology.  I 
think  the  world  is  in  a  very  dynamic  and  changing  situation  with 
regard  to  political  structure. 

Senator  Sarbanes.  But  are  we  in  a  position  to  put  some  restraint 
or  control  on  that  if  we  choose  to  do  so?  Suppose  we  say  we  are 
not  going  to  contribute  to  this  rising  level  of  arms,  and  we  are 
going  to  work  very  hard  to  keep  other  arms  producers  from  contrib- 
uting to  it  to  see  if  we  cannot  just  hold  the  whole  level  down. 

General  Odom.  It  is  very  difficult  to  disagree  with  the  spirit  of 
that.  The  implementation  strikes  me  as  beyond  our  capacity.  Let 
me  explain. 

I  remember  many  bitter  experiences  in  dealing  with  the  Euro- 
peans and  others  on  second-party  transfers  of  our  technology  out- 
side of  NATO.  So,  even  when  we  had  the  Soviet  threat  to  impose 
a  sense  of  community  on  these  issues  in  the  West,  it  was  very  dif- 
ficult. Now  we  don't  have  that.  It  strikes  me  that  it  will  be  very 
difficult  except  with  selected  cases  and  highly  emphasized  parts  of 
the  arms  transfer  market  to  get  the  kind  of  cooperation  that  will 
do  more  than  surrender  the  market  to  others  by  our  forbearance. 

Senator  Sarbanes.  Well,  perhaps  but  I  think  there  are  some  in- 
stances where  we  are  the  driving  force  in  fueling  this  race. 


ii  U.S.  Department  of  State  and  U.S.  Defense  Security  Assistance  Agency,  Congressional  Pres- 
entation for  Security  Assistance  Programs,  fiscal  years  1991,  1992,  and  1993. 
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Mr.  Keller,  let  me  ask  you.  I  take  it  your  study  showed  an  in- 
creased use  of  coproduction  and  the  transfer  of  the  advanced  tech- 
nology abroad  so  that  the  producing  capacity  then  became  located 
in  another  country.  Is  that  correct? 

Mr.  Keller.  That  is  correct,  sir. 

Senator  Sarbanes.  And  you  are  very  concerned  about  that,  Gen- 
eral. Is  that  right? 

General  Odom.  Very  much  so.  When  I  was  a  member  in  the 
Carter  administration  in  the  White  House,  I  was  appalled  at  what 
we  were  doing  in  coproduction  with  the  Europeans  and  the  Japa- 
nese. I  was  a  minority  voice  in  those  days.  Now  we  are  reaping  the 
consequences  of  those  high  tech  transfer  arrangements. 

Senator  Sarbanes.  Well,  what  is  the  driving  force  for  doing  that? 
We  just  examined  the  driving  force  for  selling  the  arms,  but  what 
is  the  driving  force  for  transferring  the  underlying  productive  ca- 
pacity overseas? 

General  Odom.  I  would  have  to  guess.  I  know  at  the  time  when 
we  initiated  it,  it  was  to  try  to  get  our  allies  in  East  Asia  and  West- 
ern Europe  to  contribute  more  to  the  East- West  military  balance. 
I  suspect  today  that  part  of  this  has  to  do  with  escaping  U.S.  con- 
trols Dy  moving  production  outside  of  the  legal  reach  of  U.S.  Cus- 
toms, and  it  may  have  to  do  with  the  availability  of  capital  in  other 
countries  which  those  governments  are  willing  to  back  and  to  make 
available  and  to  make  so  attractive  that  U.S.  arms  producers  as  in- 
dividual companies,  as  Mr.  Keller  said,  profit  by  them.  It  looks  like 
a  very  good  business  deal  from  the  firm's  point  of  view.  In  the  ag- 
gregate, it  looks  like  a  very  bad  policy  deal  for  the  United  States 
as  a  whole.  I  would  be  supportive  of  trying  to  examine  in  detail 
that  particular  problem  and  work  on  ways  to  control  that. 

I  am  very  concerned,  and  I  have  always  been,  about  letting  our 
most  advanced  models  and  our  highest  technologies  move  abroad. 
I  think  we  ought  to  be  open  and  conspicuous  about  ensuring  arms 
transfers  that  are  not  the  most  advanced. 

Senator  Sarbanes.  Mr.  Keller,  do  you  have  an  observation  on 
that  question? 

Mr.  Keller.  Yes.  Initially  the  motivation  was  to  strengthen  the 
productive  capabilities  of  our  allies  to  meet  the  Communist  threat 
both  in  Asia  and  in  Europe.  This  developed  into  a  series  of  relation- 
ships among  defense  companies,  and  increasing  demands  by  the 
nations  that  were  buying  the  weapons  to  coproduce  or  make  the 
weapons  themselves. 

The  Europeans  and  the  Japanese  have  always  looked  at  military 
production  in  far  more  economic  terms.  I  would  characterize  the 
situation  as  the  United  States  has  now  moved  far  closer  to  the  Eu- 
ropean position,  and  we  are  now  taking  economic  considerations  far 
more  seriously  perhaps  because  we  feel  we  have  the  luxury  to  do 
so  without  the  Communist  threat. 

Senator  Sarbanes.  Yes,  but  this  coproduction  has  extended  be- 
yond the  other  advanced  industrial  countries.  I  read  an  article  just 
the  other  day  about  this  tank  factory  in  Egypt  and  the  pressures 
that  that  is  creating.  One  of  the  pressures  is  that  they  are  pushing 
very  hard  for  the  right  to  export  those  tanks  anywhere  they  can 
find  a  sale  for  them  because  it  is  not  economically  viable  just  to 
make  them  for  themselves.  So,  the  coproduction  capacity  becomes 
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the  leverage  by  which  they  then  become  exporters  of  tanks  to  who 
knows  where.  Isn't  that  a  real  problem  with  providing  this 
coproduction  capacity? 

Mr.  Keller.  That,  of  course,  is  the  nub  of  the  problem  because 
once  the  technology  is  out,  they  can  control  it.  Now,  the  United 
States  does  try  to  put  conditions  on  retransfer,  but  they  do  not  al- 
ways work.  Political  conditions  and  considerations  sometimes  lead 
us  to  being  more  relaxed.  For  example,  at  the  beginning  of  the  Per- 
sian Gulf  war,  the  United  States  permitted  Turkey,  which 
coproduces  the  F-16  plane,  to  agree  to  sell  50  of  these  F-16's  to 
Egypt. 

General  Odom.  You  have  hit  the  nub  of  my  issue  on  favoring 
sales,  but  being  very  resistent  to  coproduction  and  transfer.  It  is 
a  bit  like  prohibition  or  drug  control.  To  some  degree  it  is  going  to 
spread.  The  question  is  how.  I  would  like  to  focus  on  restricting 
coproduction  and  technology  transfers  on  the  high  end  of  the  scale. 

Senator  Sarbanes.  Of  course,  you  would  even  restrict  sales.  So, 
what  you  would  sell  as  a  general  proposition  would  be,  perhaps, 
one  or  two  or  three  levels  lower  than  the  most  advanced  model 
which  we  would  reserve  for  ourselves. 

General  Odom.  Absolutely. 

Senator  Sarbanes.  Or  to  ourselves  and  maybe  NATO  allies. 

General  Odom.  Well,  I  even 

Senator  Sarbanes.  You  wouldn't  even  do  that. 

General  Odom.  I  might  want  to  give  them  somewhat  of  an  ad- 
vantage, but  because  we  cannot  control  to  whom  they  will  sell  tech- 
nology, I  have  a  certain  nervousness  about  being  terribly  liberal 
with  transfers  to  them. 

Senator  Sarbanes.  Well,  gentlemen,  the  bells  indicate  that  if  I 
don't  leave,  I  am  going  to  miss  the  vote.  So,  we  thank  you  very 
much  for  your  testimony.  It  was  very  helpful.  The  full  statements 
will  be  included  in  the  record,  and  we  may  come  back  to  you  with 
some  questions  as  we  explore  these  issues.  But  both  perspectives 
were  very  helpful,  and  it  is  very  clear  that  there  are  a  lot  of  tough 
questions  that  need  to  be  asked  in  this  area.  We  thank  you  very 
much  for  your  testimony. 

The  hearing  is  adjourned. 

[Whereupon,  at  12:05  p.m.,  the  subcommittee  adjourned  to  recon- 
vene at  2:40  p.m.,  July  14,  1993.] 


FISCAL  YEAR  1994  FOREIGN  ASSISTANCE  AU- 
THORIZATION: REPORT  OF  THE  TASK 
FORCE  TO  REFORM  AID— DEVELOPMENT 
ASSISTANCE 


WEDNESDAY,  JULY  14,  1993 

U.S.  Senate, 
Subcommittee  on  International  Economic 

Policy,  Trade,  Oceans  and  Envdionment 
of  the  Committee  on  Foreign  Relations, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  2:40  p.m.,  in  room 
419,  the  Dirksen  Senate  Office  Building,  Hon.  Paul  S.  Sarbanes 
(chairman  of  the  subcommittee)  presiding. 

Present:  Senators  Pell,  Sarbanes,  Feingold,  Helms,  Jeffords,  and 
Kassebaum. 

Senator  Sarbanes.  The  subcommittee  will  come  to  order. 

We  are  pleased  to  welcome  Dr.  Clifton  Wharton,  the  Deputy  Sec- 
retary of  State,  and  Brian  Atwood,  the  Administrator  at  AID,  to 
testify  this  afternoon  on  the  work  of  the  Task  Force  to  Reform  AID 
and  also  on  AID's  budget  request  for  fiscal  year  1994. 

As  both  of  you  obviously  know,  the  reform  of  foreign  assistance 
policies  and  programs  was  put  high  on  the  new  administration's 
agenda. 

Early  on,  there  was  a  recognition  by  the  President  and  the  Sec- 
retary of  State  that  if  U.S.  foreign  assistance  programs  were  to  con- 
tinue to  serve  effectively  to  secure  our  national  interest  in  an  in- 
creasingly interdependent  world,  significant  reforms  were  in  order. 

Many  of  us  share  that  view.  In  fact,  the  subcommittee  and,  in- 
deed, the  full  committee,  have  taken  the  view  of  awaiting  the  rec- 
ommendations and  results  of  the  Wharton  task  force  before  actu- 
ally considering  foreign  assistance  legislation  for  fiscal  year  1994. 

In  fact,  we  were  proceeding  on  the  premise,  which  I  now  under- 
stand is  probably  not  going  to  be  realized,  that  we  would  be  receiv- 
ing draft  legislation  from  the  administration.  I  hope  you  will  ad- 
dress that  specific  matter  in  the  course  of  your  testimony  or  in  re- 
sponse to  questions  here  today. 

Before  moving  to  your  opening  statements,  let  me  just  make  a 
few  comments.  We  have  been  delayed  in  this  matter  by  the  dif- 
ficulty in  getting  an  AID  Administrator  into  place.  I  thought,  for 
awhile  there,  Brian  Atwood  was  going  to  successfully  fill  a  number 
of  positions  in  the  department  and  was  being  tried  out  or  some- 
thing. [Laughter.] 

(289) 
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Obviously  if  we  write  a  foreign  assistance  bill,  it  has  to  cover  se- 
curity assistance,  policy  toward  multilateral  institutions,  trade,  in- 
vestment, and  export  promotion,  which  I  gather  you  will  not  be  ad- 
dressing here  today,  since  the  focus  of  your  efforts,  Mr.  Secretary, 
were  narrower  than  that.  However,  I  understand  there  is  a  broader 
review  now  underway  embracing  all  of  those  activities.  We  would 
like  to  know  as  much  as  we  can  about  that  and  exactly  where  we 
stand  in  terms  of  timing. 

This  hearing,  of  course,  will  cover  not  only  the  efforts  of  the 
Wharton  task  force  but  also  the  administration's  request  for  AID 
funding  for  fiscal  vear  1994. 

We  nave  held  four  previous  hearings  on  this  broad  subject  mat- 
ter, but  there  has  not  been  any  administration  testimony  here- 
tofore on  AID's  program  and  budget  request.  We  look  forward  to 
that  testimony  today. 

By  way  of  very  brief  opening  remarks,  let  me  turn  to  Senator 
Kassebaum  for  anything  she  may  wish  to  say. 

Senator  Kassebaum.  Well,  just  briefly,  Senator  Sarbanes,  I 
would  like  to  say,  and  I  join  you  in  believing  that  the  administra- 
tion is  dedicated  to  trying  to  provide  a  refocus  in  more  effective 
management  of  our  aid  programs.  And  I  value  the  dedication  to 
this,  and  the  report  that  has  been  made. 

Dr.  Wharton,  as  Deputy  Secretary  of  State,  your  skills  as  an  ad- 
ministrator and  a  management  director  are  well  known.  And  as 
Administrator  for  AID,  Brian  Atwood  certainly  brings  a  good  un- 
derstanding of  our  foreign  aid  programs. 

I  am  pleased  that  the  recommendations  that  you  have  looked  at, 
and  I  think  will  make,  would  include  the  simplifying  and  clarifying 
of  AID's  mandate,  to  providing  flexibility  through  the  reduction  or 
elimination  of  earmarks.  It  could  not  say  language  strong  enough 
to  please  me  in  that  regard. 

AID  would  reduce  the  number  of  countries  it  was  in  and  realiz- 
ing the  shift  and  the  reality  of  where  we  can  be  and  where  our 
focus  should  be;  and  reforming  the  contracting  process;  providing 
funds  on  a  multiyear  basis;  and  improving  donor  coordination. 

I  guess  I  am  picking  out  the  things  that,  of  course,  I  think  are 
important.  And  the  only  concern  I  have,  and  what  I  look  forward 
to,  is  the  specifics  of  how  this  will  be  done.  And  invariably  here, 
we  always  say:  "The  devil  is  in  the  detail." 

But  I  think  that  the  outline  and  the  focus  that  you  have  brought 
to  it  is  an  important  one.  And  I  very  much  look  forward  to  hearing 
your  recommendations,  as  far  as,  in  a  specific  way,  regarding  this 
broad  outline,  and  know  that  you  would  have  strong  support  here 
in  trying  to  fashion  an  effective  delivery  system  for  foreign  aid. 

Thank  you. 

Senator  Sarbanes.  Thank  you  very  much,  Senator  Kassebaum. 

We  have  been  joined  by  the  chairman  and  the  ranking  member 
of  the  full  committee,  and  I  yield  to  Senator  Pell. 

The  Chairman.  Thank  you,  Mr.  Chairman. 

I  merely  want  to  underline  what  has  already  been  said  in  the  ne- 
cessity of  moving  ahead  as  fast  as  we  can. 

I  congratulate  you,  Dr.  Wharton,  on  the  emphasis  in  your  report 
on  the  PVO's  and  the  NGO's,  and  wish  you  well. 

Senator  Sarbanes.  Senator  Helms. 
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Senator  Helms.  Thank  you,  Mr.  Chairman. 

In  my  judgment,  there  are  not  two  better  qualified  people  in  this 
administration,  perhaps  anywhere,  than  you  two,  to  clean  up  a  lot 
of  messes  that  have  been  made  over  a  period  of  years  by  both  ad- 
ministrations. And  I  look  forward  to  the  testimony  here  today  and 
some  of  the  questions  and  answers. 

Mr.  Atwood,  I  recall  your  confirmation  hearing  where  there  was 
mentioned  the  lack  of  graduates  from  the  foreign  aid  program. 

And  you  candidly  acknowledged  that  the  lack  of  any  real  success 
in  weaning  countries  away  from  the  foreign  aid  bill  was  something 
else  again. 

And  your  draft  report  states — and  I  quote  you,  "Despite  decades 
of  foreign  assistance,  most  of  Africa  and  parts  of  Latin  America, 
Asia,  and  the  Middle  East  are  economically  worse  off  today  than 
they  were  20  years  ago." 

Now,  a  lot  of  things  come  into  play  as  we  proceed  here  this  after- 
noon. I  am  particularly  heartened  by  some  of  Mr.  Atwood's  recent 
comments,  especially  his  stated  intent  to  shut  down  AID  missions 
in  more  than  50  countries.  You  have  not  changed  your  mind  on 
that,  have  you?  [Laughter.] 

Mr.  Atwood.  I  will  describe  my  exact  position  on  that,  Senator, 
when  I  have  an  opportunity. 

Senator  Helms.  All  right.  Now,  I  spoke  earlier  today  with  Dr. 
Wharton  about  the  disclosure  reported  on  the  front  page  of  the 
Washington  Post  this  morning,  specifically  the  story  bearing  the 
headline,  "Managua  Blasts  Rip  Lid  Off  Secrets,  Salvadorian  Rebel 
Cache,  Leftist  Kidnapped  Data  Exposed,  Sandinistas  Implicated." 

Now,  that  is  some  headline,  but  that  is  what  it  says.  Now,  this 
is  not  new  information. 

And  we  have  a  fellow  down  home  who  said:  "I  never  want  to  say 
I  told  you  so,  but  I  told  you  so." 

Back  in  June,  the  Miami  Herald,  for  example,  began  publishing 
a  series  of  articles  detailing  Nicaragua's  involvement  in  a  terrorist 
network  expanding  from  Canada  to  Brazil  to  the  Middle  East. 

And  it  is  really  a  bizarre  story.  Nicaraguan  passports  were  found 
with  the  terrorist  who  bombed  the  World  Trade  Center.  And  subse- 
quently, hundreds  of  stolen  or  false  passports,  from  at  least  21 
countries,  were  discovered  in  an  arms  cache  in  Managua. 

Millions  of  rounds  of  ammunition  and  weapons  have  been  discov- 
ered, including  19  surface-to-air  missiles.  One  arms  cache,  belong- 
ing to  the  Salvadorian  terrorists,  were  found  in  a  vault  with  hy- 
draulically  operated  metal  doors  with  chambers  connected  by  tun- 
nels. And  there  is  no  doubt  that  the  Sandinistas  built  that. 

Now,  I  am  told  by  credible  sources  that  more  than  100  of  these 
arms  caches  exist  in  Nicaragua.  And  I  know  for  a  fact,  and  as  a 
matter  of  fact,  I  have  said  so  publicly  on  a  number  of  occasions, 
that  the  Nicaraguan  Foreign  Minister  and  Minister  of  Government 
were  told  a  year  or  more  ago,  that  the  Salvadorian  Communist  go- 
rillas had  an  arms  cache  well  guarded  by  intelligence  chief  Lennon 
Serna  en  the  confiscated  farm  of  an  American  citizen. 

And  you  and  I  have  discussed  that,  Mr.  Secretary,  in  some  detail. 
And  as  is  usually  the  case,  the  Nicaraguan  Government  never 
acted  on  the  information  that  was  given  it. 
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And  on  May  23,  one  of  the  arsenals  exploded  while  weapons  were 
being  transported  from  one  place  to  another.  Documents  discovered 
after  the  blast  reveal  a  multinational  Marxist  kidnapping  ring  in- 
volving terrorists  throughout  Latin  America  and  Spain. 

Now,  Mr.  Chairman,  I  have  raised  these  issues  repeatedly  before 
these  arms  caches  were  discovered,  but  American  aid  dollars  just 
keep  flowing  to  the  Nicaraguan  Government,  which  is  involved, 
clearly,  in  international  terrorism.  And  I  think  it  is  time  for  the  ad- 
ministration to  suspend  all  aid  to  the  Government  of  Nicaragua. 

I  thank  you,  Mr.  Chairman. 

Senator  Sarbanes.  Thank  you,  Senator  Helms.  Senator  Feingold. 

Senator  Feingold.  Thank  you,  Mr.  Chairman. 

Just  very  briefly,  I  have  been  looking  forward  to  hearing  the  in- 
formation on  AID.  I  am  particularly  interested  in  the  specific  issue 
of  the  justification  for  the  pipeline  system  and  also  interested  in 
the  extent  to  which  AID  should  consider  human  rights  issues  with 
regards  to  its  activities.  And  I  look  forward  to  hearing  that  and 
other  aspects  of  the  report. 

Thank  you,  Mr.  Chairman. 

Senator  Sarbanes.  Thank  you  very  much. 

Secretary  Wharton,  we  are  prepared  to  hear  from  you.  Then  we 
will  hear  from  Administrator  Atwood.  After  than  we  will  go  to 
questions. 

STATEMENT  OF  HON.  CLIFTON  R.  WHARTON,  JR.,  DEPUTY 

SECRETARY  OF  STATE 

Mr.  Wharton.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Chairman,  and  members  of  the  committee,  I  am  very  pleased 
to  appear  before  you  today,  along  with  AID  Administrator  Brian 
Atwood,  to  discuss  the  details  of  his  effort  to  reinvigorate  AID  and 
the  broader  issue  of  foreign  aid  reform. 

Mr.  Atwood  will  address  the  details  of  the  fiscal  year  1994  budg- 
et, as  well  as  his  intent  to  reinvigorate  AID  through  a  top-to-bot- 
tom examination  of  its  organization,  structure  and  management 
practices.  My  comments  will  focus  on  the  broader  policy  rec- 
ommendations of  the  interagency  task  force  to  reform  AID. 

During  his  confirmation  hearing  before  the  full  committee  last 
January,  Secretary  Christopher  responded  to  questions  about  the 
future  of  foreign  aid  by  stating  that  he  would  ask  me  to  examine 
the  goals  and  objectives  of  AID  to  determine  whether  they  remain 
relevant  in  the  post-cold  war  era. 

At  my  own  confirmation  hearing,  I  expressed  my  enthusiasm  for 
undertaking  this  assignment.  Issues  relating  to  economic  develop- 
ment have  been  at  the  core  of  my  academic  and  professional  life 
since  the  late  forties. 

I  have  been  involved  in  the  evolution  of  U.S.  foreign  assistance 
programs,  both  directly,  and  as  a  keen  observer,  for  more  than  four 
decades. 

At  this  crucial  point  in  our  history,  with  the  imperatives  of  the 
cold  war  behind  us,  the  chance  to  step  back  and  evaluate  the  fu- 
ture of  foreign  assistance  is  an  opportunity  that  I  have  prepared 
for  all  of  my  professional  life. 
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I,  nevertheless,  undertook  this  project  knowing  how  important 
and  complex  the  issues  are,  particularly  as  we  simultaneously 
search  for  ways  to  reduce  the  Federal  deficit. 

Now,  Secretary  Christopher  and  I  originally  hoped  to  complete 
this  review  in  approximately  90  days.  However,  we  both  believe 
strongly  that  we  needed  to  fully  involve  the  new  AID  Administrator 
in  this  effort. 

Since  Mr.  Atwood  was  not  confirmed  until  early  May,  the  process 
has  required  a  longer  period  of  time. 

I  began  the  review  process  by  creating  a  task  force  composed  of 
representatives  from  each  of  the  departments  and  agencies  respon- 
sible for  programs  in  the  function  150  international  affairs  budget. 

Ultimately  35  officials  participated  on  the  task  force,  including 
representatives  from  the  Office  of  Management  and  Budget,  the 
National  Security  Council,  and  the  National  Economic  Council. 

Senator  Sarbanes.  Could  I  just  interject?  Does  that  mean  there 
were  35  departments  and  agencies? 

Mr.  Wharton.  No.  There  were  some  individuals,  more  than  one 
individual,  from  this  particular  department. 

Senator  Sarbanes.  Do  you  know  how  many  departments  and 
agencies  there  were? 

Mr.  Wharton.  It  is  in  the  back,  I  believe,  of  the  actual  report, 
a  full  listing,  sir.  If  you  would  like,  we  can  get  to  the  actual — the 
list  of  names  is  in  the  back  of  the  report. 

Senator  Sarbanes.  Thank  you. 

Mr.  Wharton.  Eighteen  different  agencies  and  departments.  Mr. 
Atwood  and  I  also  met  with  Members  of  Congress  and  staff  as  well 
as  with  some  representatives  of  outside  groups  concerned  with  the 
future  of  foreign  aid  in  order  to  obtain  additional  viewpoints. 

We  also  benefited  from  the  large  number  of  studies  and  reports 
on  reforming  foreign  aid  that  had  been  written  since  1989.  Based 
on  these  resources,  we  prepared  a  draft  report  in  early  June. 

While  there  was  a  consensus  on  many  of  the  recommendations, 
there  was  also  spirited  discussion  and  debate.  As  chairman  of  the 
task  force,  I  assume  responsibility  for  the  contents  of  the  report. 

After  sharing  the  draft  report  with  the  Secretary  of  State  and  the 
National  Security  Adviser,  we  agreed  to  circulate  the  AID  core  of 
the  draft  report  to  the  chairmen  and  ranking  members  of  the  rel- 
evant oversight  committees. 

We  have  received  many  valuable  comments  in  this  process,  and 
I  view  today's  hearing  as  another  important  part  of  our  consulta- 
tions with  the  Congress. 

Simultaneous  with  our  internal,  primary  review  of  AID,  a  Presi- 
dential review  directive,  PRD-20,  was  issued  on  March  8,  calling 
for  an  assessment  of  all  international  programs  of  the  U.S.  Govern- 
ment. 

AID,  of  course,  is  only  one  of  many  entities  engaged  in  imple- 
menting U.S.  foreign  policy  under  the  Foreign  Assistance  Act  and 
through  the  international  foreign  assistance  budget,  known  as 
function  150. 

Others  include  bilateral,  economic,  and  military  assistance,  sup- 
port for  multilateral  development  banks,  and  U.N.  organizations 
and  trade  and  investment  promotions. 
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With  respect  to  AID,  the  PRD  set  forth  two  specific  objectives  for 
the  Department  of  State  to  consider.  One  was  the  structure  and 
function  of  AID,  including  its  relationship  to  the  Department  of 
State;  and  two,  the  Department's  responsibility  to  evaluate  the 
function  150  budget  account  under  the  Foreign  Assistance  Act. 

Thus,  the  work  already  begun  within  the  Department  was  both 
germane  and  complimentary  to  the  -PRD  effort.  The  draft  report  we 
are  discussing  today,  however,  addresses  only  the  first  objective  of 
the  PRD  process,  mainly  the  recommended  future  of  AID. 

The  extremely  important  issue  of  coordination  of  all  foreign  as- 
sistance programs  is  still  under  review  by  the  PRD  interagency 
working  group,  as  are  the  issues  relating  to  the  other  agencies  and 
programs  funded  under  the  150  account,  such  as  the  Economic 
Support  Fund,  ESF,  and  the  multilateral  development  banks. 

The  State  Department,  of  course,  is  contributing  its  views  to  this 
effort.  Therefore,  while  our  current  draft  report  does  not  specifi- 
cally offer  recommendations  on  budget,  planning,  and  program  co- 
ordination, I  assure  the  subcommittee  that  we  are  very  much 
aware  of  the  importance  of  the  issue. 

Moreover,  we  believe  that  the  recommendations  in  our  draft 
would  place  a  restructured  AID,  and  its  new  mission,  in  a  position 
to  be  fully  compatible  with  any  necessary  coordination  require- 
ments of  tne  total  foreign  assistance  program. 

Let  me  now  address  some  of  our  major  conclusions.  First,  the  es- 
sential first  question  we  had  to  ask  ourselves  was  whether  AID 
continues  to  be  essential  in  the  post-cold  war  era. 

In  the  light  of  new  international  realities  and  challenges,  our 
task  force  concluded  unanimously  that  foreign  assistance  remains 
a  fundamental  cornerstone  of  U.S.  foreign  policy  and  is  just  as  im- 
portant, if  not  more  so,  than  it  ever  was. 

President  Clinton  has  defined  three  areas  of  vital  U.S.  interest 
to  which  effectively  managed  foreign  assistance  can  make  a  major 
contribution.  National  security  is  tne  first.  Despite  the  collapse  of 
international  communism,  there  remains  the  harsh  reality  of 
armed  conflicts  and  violence. 

These  have  the  potential  to  escalate  into  major  transnational 
conflagrations,  threatening  our  citizens  and  vital  interests  and 
breeding  terrorist  acts  that  affect  us  at  home  and  abroad. 

Some  of  these  conflicts  stem  from  ethnic  and  religious  dif- 
ferences, but  many  result  from  economic  stress  and  injustice. 

To  the  extent  that  instability  results  from  poverty,  inequality  of 
political  and  economic  access,  and  to  societal  transformation,  effec- 
tive development  assistance  helps  reduce  tensions  that  breed  vio- 
lent conflict. 

AID  can  assist  peaceful  reconstruction  and  development  in  these 
cases  and,  thereby,  further  our  national  security  objectives. 

Second,  economic  revitalization:  Emerging  economies  represent  a 
tremendous  potential  growth  and  new  markets.  Participating  in 
their  growth  expands  the  market  for  our  goods  through  trade  and 
investment. 

It  also  creates  U.S.  jobs,  enhances  the  supply  of  consumable 
goods,  and  improves  the  flow  of  strategic  material.  President  Clin- 
ton has  emphasized  that  winning  this  battle  need  not  be  a  zero- 
sum  game. 
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Assisting  economies  to  thrive  abroad  promotes  peace,  jobs,  sta- 
bilization, a  demand  for  U.S.  products  and  services,  and  higher  liv- 
ing standards  for  all. 

Third,  promotion  of  democracy:  The  United  States  has  a  fun- 
damental self-interest  in  the  creation  of  a  well-functioning,  inter- 
national community,  characterized  by  shared  democratic  values 
and  ideals  and  relative  political  stability  within  countries  and  re- 
gions. 

Democracy  has  taken  hold  worldwide,  but  its  roots  in  many  coun- 
tries are  still  shallow.  Programs  designed  to  support  and  strength- 
en citizen-based  institutions  can  help  meet  our  national  interest  by 
strengthening  emerging  democracies. 

To  advance  these  basic  national  interests,  our  foreign  assistance 
programs  recognize  that  there  are  unbreakable  links  between  our 
domestic  economic,  social,  and  political  health  and  that  of  the  rest 
of  the  world. 

To  advance  our  own  economic  and  political  objectives,  we  must 
expand  U.S.  participation  in  a  growing  international  economy.  AID 
has  been  at  the  forefront  of  promoting  democracy  and  furthering 
market  economies  in  other  countries. 

The  task  force  next  turned  to  the  question  of  whether  a  revital- 
ized and  redirected  AID  was  best-suited  to  carry  out  development 
aspects  of  the  total  mission,  or  whether  some  other  entity  could 
perform  the  role  better. 

The  task  force  considered  several  options,  including  abolishing 
the  agency,  merging  it  into  the  Department  of  State,  or  dispersing 
its  functions  to  other  departments  and  agencies. 

Another  option  argued  that  AID  should  limit  its  mandate  to  dis- 
aster relief  and  leave  long-term  development  to  multilateral  agen- 
cies. The  task  force  saw  a  clear  need  for  a  discreet  national  devel- 
opment agency  to  carry  out  programs  which  multilateral  organiza- 
tions cannot  provide. 

First  and  foremost,  AID  provides  a  direct  linkage  between  U.S. 
foreign  policy  goals  in  our  bilateral  relations.  Multilateral  agencies 
do  not  necessarily  reflect  U.S.  foreign  policy  in  their  programs  and 
activities. 

AID  can  work  with  governments  and  nongovernmental  organiza- 
tions, reaching  out  effectively  to  grassroots  recipients.  Multilateral 
organizations,  especially  international  financial  institutions,  deal 
almost  exclusively  with  foreign  governments. 

When  thinking  about  the  abolish-or-reform  question,  and  those 
who  argue  that  the  only  true  solution  is  to  start  all  over  again  with 
a  new  agency,  I  was  reminded  of  the  number  of  transformations 
which  have  occurred  in  our  foreign  assistance  entities  over  the  last 
45  years. 

Let  me  just  list,  to  remind  those  of  you  who  may  remember,  the 
alphabet  soup  of  names  assigned  to  the  program:  The  Economic  Co- 
operation Administration,  EGA,  became  the  Neutral  Security  Agen- 
cy, NSA,  became  the  Foreign  Operations  Administration,  FOA,  be- 
came the  International  Cooperation  Administration,  ICA,  became 
the  Development  Loan  Front,  DLF,  became  the  Agency  for  Inter- 
national Development,  AID. 
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And  even  AID,  despite  its  longevity  and  continuity  of  its  name, 
has  undergone  changes  and  direction  over  the  last  31  years  and 
through  7  Presidents  and  15  Congresses. 

The  overwhelming  consensus  of  the  task  force  was  that  AID,  as 
an  agency,  remains  strongly  viable  and  that  its  problems  stemmed 
less  from  where  its  functions  are  located  than  from  an  unfocused 
mandate,  overregulation,  and  poor  management. 

The  task  force  concluded  that  the  best  option  regarding  the  orga- 
nization and  structure  of  AID  is,  first,  to  work  with  the  Congress, 
to  simplify  and  clarify  AID's  statutory  mandate;  and  second,  allow 
the  new  Administrator  time  to  improve  AID's  internal  management 
practices  and  structure  through  administrative  action. 

The  task  force  next  examined  the  relevance  of  AID's  existing 
statutory  goals  and  objectives  in  a  current  world  context. 

In  common  with  practically  every  recent  study  of  foreign  aid,  the 
task  force  concluded  that  AID  has  too  many  statutory  goals  and  ob- 
jectives and  lacks  a  clear  vision  that  reflects  U.S.  national  interest 
in  the  post-cold  war  era. 

For  example,  the  1989  task  force  on  foreign  assistance  of  the 
House  Committee  on  Foreign  Affairs,  identified  33  independent 
statutory  goals  and  objectives  and  75  priority  areas  that  AID  must 
pursue  in  designing  its  assistance  programs. 

Increasing  percentages  of  aid  have  also  been  earmarked  in  au- 
thorization and  appropriations  legislation  for  specific  programs, 
countries,  or  geographic  regions. 

In  fiscal  year  1993,  for  example,  approximately  57  percent  of  de- 
velopment assistance,  84  percent  of  the  economic  support  fund,  and 
96  percent  of  foreign  military  financing  are  earmarked. 

Now,  this  is  not  to  say  that  all  of  AID's  problems  are  externally 
generated  or  need  legislation  to  be  corrected.  Even  with  appro- 
priate statutory  goals,  AID  will  not  succeed  if  it  is  poorly  managed. 
And  the  Agency  currently  does  have  serious  internal  problems. 

For  example,  AID's  fiscal  and  personnel  resources  are  spread  too 
thin.  AID  currently  maintains  a  field  presence,  that  is  at  least  1 
permanent  employee,  in  99  different  countries,  of  which  52  rep- 
resent either  a  fully  staffed  mission  or  a  regional  office  along  with 
a  staff  of  12  or  more  Americans. 

AID  also  operates  programs  with  no  permanent  staff  in  an  addi- 
tional 26  countries,  not  including  countries  receiving  disaster  relief 
or  Public  Law  480  food  aid. 

In  addition,  AID  currently  has  a  portfolio  of  2,226  active  projects, 
a  substantial  majority  of  which  are  designed  and  implemented,  be- 
cause of  limited  permanent  staff,  through  a  complex  and  cum- 
bersome system  of  grants  and  contracts,  each  subject  to  the  full 
panoply  of  Federal  procurement  regulations  and  financial  over- 
sight. 

Many  problems  at  AID  can  be  resolved  through  administrative 
action.  Others  will  require  the  help  of  Congress.  The  task  force  be- 
lieves the  administration  and  the  Congress,  working  together,  can 
produce  the  reforms  that  will  revitalize  AID. 

What  is  required  is  that  we  design  the  agency  for  success,  show 
confidence  that  it  can  be  effective  by  giving  it  the  breathing  space 
to  operate,  and  then  hold  it  fully  accountable  for  results. 
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The  task  force  believes  its  overseas  assistance  programs  should 
be  based  on  a  new  statutory  policy  framework,  encompassing  the 
following  four  broad  strategies:  One,  promoting  sustainable  eco- 
nomic growth  and  development. 

This  strategy  is  the  linchpin  for  successfully  reaching  overall  pol- 
icy goals,  both  foreign  and  domestic. 

Sustainable  development  calls  for  a  long-term  participatory  proc- 
ess, with  particular  focus  on  the  disadvantaged  majority  that  pro- 
vides opportunities  for  the  citizens  of  assisted  countries  to  improve 
their  incomes  and  the  quality  of  their  lives. 

Sustainable  development  targets  the  elimination  of  hunger,  pov- 
erty, ignorance,  illness,  while  protecting  the  environment.  It  in- 
volves enhancing  human  capital  by  expanding  educational  opportu- 
nities to  all  segments  of  society,  reducing  the  rates  of  population 
growth,  extending  improvements  in  health  and  nutrition,  and  ex- 
panding the  capabilities  of  women. 

The  second  part  of  the  framework  is  building  democratic  partici- 
pation in  developments.  The  United  States  stands  for  the  universal 
proposition  that  all  people  are  created  equal. 

Democratic  societies  foster  inter  alia,  pluralism,  freedom  of  ex- 
pression and  association,  an  electoral  system,  the  rule  of  law,  and 
the  protection  of  individual  human  rights. 

Encouraging  democratization  requires  using  foreign  aid  to  pro- 
mote good  governance  in  other  nations  and  to  create  an  environ- 
ment where  democratic  values  are  understood  and  utilized  in  policy 
and  decisionmaking  processes  at  all  levels. 

The  third  component  of  the  framework  is  addressing  global  is- 
sues. National  boundaries  do  not  contain  the  effects  of  contagious 
diseases,  environmental  degradation,  or  narcotics  trafficking. 

We  can,  however,  cooperate  with  others  to  deal  with  these  prob- 
lems, to  minimize  their  negative  impacts  in  the  developing  world 
and  in  the  United  States. 

For  example,  addressing  environmental  concerns  in  developing 
countries  will  lessen  the  negative  effects  on  the  economies  and  the 
well-being  of  neighboring  population. 

AIDS  is  another  global  scourge  that  is  potentially  preventable  or 
containable.  High  fertility  rates  in  developing  countries  threaten  ef- 
forts to  improve  family  health,  nutrition,  and  access  to  social  serv- 
ices and  to  protect  the  environment.  Population  pressures  also  re- 
sult in  large-scale,  unwanted  migration,  and  exacerbate  refugee 
problems. 

The  fourth  part  of  the  framework  is  responding  to  emergency  hu- 
manitarian needs.  Decisive  humanitarian  actions  to  respond  to  nat- 
ural or  manmade  disasters  often  limit  long-term  damage  and  cost 
to  people  in  critical  need. 

The  alternative  costs  of  neglect  are  often  greater,  particularly 
when  such  situations  become  destabilizing  and  lead  to  open  conflict 
and  civil  strife. 

AID  must  go  beyond  traditional  disaster  relief,  such  as  food  and 
shelter,  and  develop  a  rapid-response,  nation-building  capacity  to 
help  societies  that  have  fallen  into  conflict  and  anarchy  or  where 
there  is  a  severe  threat  to  their  stability. 
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AID  should  be  positioned  to  provide  limited  resources  for  specifi- 
cally identified  short-term  needs,  distinct  from  long-term  develop- 
ment efforts. 

This  includes  ready-to-deploy  programs  to  observe  elections, 
strengthen  institutions  of  civil  society,  conduct  civic  education, 
strengthen  judicial  systems,  and  undertake  other  nation-building 
activities,  in  conjunction  with  the  U.N.,  other  international  organi- 
zations, and  U.S.  or  multilateral  peacekeeping  forces. 

The  task  force  report  argues  that  by  pursuing  these  four  strate- 
gies, AID's  bilateral  development  programs  can  contribute  to  an 
ever- widening  community  of  stable,  prospering,  democratic  nations, 
expanded  markets  for  mutually  beneficial  commerce,  and  the  pre- 
vention and  containment  of  conflicts. 

The  task  force  endorsed  the  new  approach  of  the  fiscal  year  1994 
budget,  No.  150  international  affairs  account,  which  regrouped  the 
current  programs  by  major  foreign  policy  objectives  rather  than  by 
agency. 

This  approach  highlighted  the  administration's  foreign  assistance 
objectives.  And  those  priorities  closely  track  the  major  program  cat- 
egories identified  by  the  task  force. 

At  his  April  29  confirmation  hearing  before  this  committee,  AID 
Administrator  Atwood  described  his  new  vision  for  AID,  a  vision 
that  recognizes  that  direct  participation  of  people  in  solving  their 
own  problems  is  critical  to  overcoming  poverty,  hunger,  disease, 
and  illiteracy. 

To  design  people-oriented  programs,  AID  will  increase  the  in- 
volvement of  nongovernmental  organizations,  including  private  vol- 
untary organizations,  cooperatives,  and  credit  unions,  to  the  extent 
possible.  AID  will  also  continue  to  draw  on  the  wealth  of  experience 
in  American  universities  to  carry  out  its  new  mandate. 

The  task  force  believes  that  realizing  this  vision  requires  new 
charter  legislation,  legislation  that  describes  AID's  post-cold  war 
national  mission  with  clearly  stated  priorities  and  gives  AID  essen- 
tial program  and  management  flexibility. 

The  task  force  also  recognizes  that  AID,  through  internal  reform, 
also  must  become  a  more  flexible,  streamlined  agency  if  it  is  to 
produce  tangible  results  and  be  held  accountable  for  the  success  or 
failure  of  its  programs. 

The  task  force  identified  19  specific  organizational  and  adminis- 
trative changes,  which  AID  should  make  in  order  to  carry  out  its 
new  mandate  and  operate  more  efficiently. 

Fortunately,  many  of  these  changes  to  the  AID  organization  can 
be  made  internally  without  the  need  for  legislative  action.  And  Mr. 
Atwood  will  be  describing  some  of  these  changes  in  his  testimony. 

A  crucial  element  in  buttressing  this  flexibility  and  accountabil- 
ity will  be  the  cooperation  of  the  Congress  in  freeing  AID  from  ear- 
marked programs  and  unnecessary  and  restrictive  oversight  proce- 
dures. 

This  will  free  AID  to  design,  and  be  held  accountable  for,  bilat- 
eral development  programs  that  respond  to  the  development  needs 
of  recipient  countries. 

And  it  will  allow  AID  to  use  development  funds  in  those  coun- 
tries and  in  those  sectors  that  offer  the  most  promise  for  AID  de- 
scribed in  our  report. 
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For  Congress,  this  shared  purpose  and  the  administrative  steps 
that  AID  will  take  to  implement  it,  would  limit  the  need  for  de- 
tailed earmarking  which  have  inhibited  AID's  ability  to  achieve  its 
development  objectives. 

One  advantage  of  this  streamlining  will  be  the  increased  flexibil- 
ity of  matching  programs  with  the  unique  needs  and  conditions  of 
each  nation. 

As  countries  approach  levels  of  sustainable  development,  new  in- 
stitutional arrangements  that  encourage  the  phased  withdrawal  of 
AID's  involvement,  and  the  increased  involvement  of  other  domes- 
tic, technical,  trade,  and  investment  agencies,  are  required. 

Improved  management  of  this  transition  from  developing  country 
status  to  that  of  full  advanced  status  maximizes  the  payoff  from 
development  assistance  and  provides  greater  opportunity  for  ex- 
panded U.S.  foreign  trade  and  investment. 

All  economic  assistance  efforts,  which  together  have  the  common 
goal  of  advancing  the  economic  interest  of  the  United  States,  need 
to  be  coordinated  within  the  executive  branch  to  ensure  maximum 
effectiveness. 

To  use  our  scarce  resources  more  efficiently,  the  function  150  ac- 
count should  be  cast  to  reflect  the  major  foreign  policy  objectives 
of  the  various  assistance  programs  so  as  to  delineate  the  true  re- 
source flow  and  improve  accountability. 

The  AID  Administrator  should  also  continue  to  report  to  the 
President  through  the  Secretary  of  State  and  receive  policy  guid- 
ance from  the  Secretary. 

There  should  also  be  strengthened  interaction  at  the  most  senior 
levels — the  Secretary  of  State,  the  Deputy  Secretary,  AID  Adminis- 
trator— to  improve  and  speed  decisionmaking  and  to  encourage 
greater  cooperation  at  all  levels. 

Finally,  and  most  important,  the  four  proposals  contained  in  the 
task  force  draft  report  reflect  the  Clinton  administration's  broader 
foreign  policy  approach — an  approach  of  consultation,  coordination, 
and  shared  responsibilities  with  our  allies. 

In  the  post-cold  war  era,  the  administration  is  seeking  close  co- 
operation and  agreement  with  its  natural  allies,  the  advanced 
democratic  nations,  and  those  nations  which  share  our  values. 

Within  this  broader,  coordinated  effort  to  spur  development,  our 
intention  should  be  to  do  our  fair  share.  We  should  assist  peoples 
and  countries  in  need  and  do  what  we  can  to  help  them  attain  sus- 
tainable progress. 

The  American  people  have  always  been  willing  to  do  their  fair 
share  to  help  others  in  need.  And  we  have  been  a  recognized  leader 
in  providing  aid  in  recent  decades. 

So,  what  is  new  about  this  framework  for  AID?  There  are  several 
answers:  First,  AID's  activities  are  being  refocused  to  reflect  the 
new  foreign  policy  objectives  of  this  administration. 

The  fiscal  year  1994  international  affairs  budget,  the  function 
150  account,  was  specifically  recast  this  year  to  reflect,  more  clear- 
ly, the  new  administration's  foreign  policy  objectives. 

Second,  streamlining  and  focusing  AID  on  the  areas  where  it  has 
historically  developed  the  greatest  competence  and  strength,  over- 
coming the  basic  human  afflictions  of  hunger,  ignorance,  environ- 
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mental  degradation,  and  disease,  will  allow  AID  to  do  what  it  has 
learned  to  do  best. 

Third,  with  the  end  of  the  cold  war,  promoting  sustainable  devel- 
opment has  become  a  more  prominent  national  objective  bridging 
domestic  and  foreign  policy.  The  major  commitment  to  assist  the 
development  of  democracy  and  a  market  economy,  is  just  as  valid 
in  a  Russia,  and  a  Guatemala,  as  it  is  in  a  Haiti  and  a  Cambodia. 

AID's  mix  of  policy  recommendations  and  technical  assistance 
will  be  different  for  the  traditional  developing  countries  compared 
to  our  more  advanced  partners.  But  the  overarching  goal  of  engag- 
ing them  in  an  expanding  global  market  economy  will  be  the  same. 

Fourth,  AID  will  give  much  greater  priority  to  leveraging  multi- 
national cooperation.  Expanding  the  involvement  of  other  donor 
groups  not  only  serves  tne  objective  of  more  cost-effective  assist- 
ance, but  has  the  additional  benefit  of  strengthening  cooperation 
among  the  community  of  democratic  nations  that  contribute  the 
bulk  of  the  world's  development  assistance. 

Fifth,  and  finally,  the  new  framework  and  focus  recognizes  that 
there  is  a  fundamental  and  crucial  foreign  policy  role  to  be  played 
by  bilateral  foreign  assistance  in  the  furtherance  of  our  national  in- 
terests. 

Pursuing  this  goal  requires  an  AID  which  is  flexible,  responsive 
and,  above  all  focused.  The  various  changes  recommended  will 
produce  a  reinvigorated  and  reformed  AID  uniquely  capable  of 
achieving  our  foreign  policy  objectives. 

Mr.  Chairman,  I  hope  that  our  draft  report  will  serve  as  the 
basis  for  continued  consultations  with  Congress  on  the  role  and  di- 
rection of  AID,  and,  in  turn,  may  result  in  general  support  of  the 
need  for,  and  perhaps  the  substance  of,  new  charter  legislation. 

In  conclusion,  the  task  force  recommends  a  two-pronged  ap- 
proach to  reform  of  AID  and  its  bilateral  development  programs. 
First,  AID  must  receive  leadership  that  reflects  its  important  role 
in  achieving  our  foreign  policy  and  foreign  assistance  goals. 

This  includes  the  top-to-bottom  review  and  improvement  of  AID's 
structure  and  management  practices  that  Mr.  Atwood  has  prom- 
ised, some  of  which  he  will  describe  in  his  testimony  in  a  moment. 

Second,  we  must  work  with  the  Congress  to  simplify  and  clarify 
AID's  statutory  mandate.  AID  should  be  given  new  flexibility 
through  the  reduction  or  elimination  of  the  costly  and  inefficient 
process  of  earmarking. 

AID's  new  mandate  should  focus  on  participatory  programs  lead- 
ing to  sustainable  economic  development,  expanding  democracy, 
and  addressing  global  issues,  while  responding  to  international  dis- 
asters and  other  urgent  humanitarian  crises. 

I  believe  the  draft  report  of  the  task  force  lays  out  a  comprehen- 
sive new  framework  for  AID  in  the  post-cold  war  era.  We  want  to 
work  with  the  Congress  to  make  that  vision  a  reality.  I  look  for- 
ward to  your  questions. 

Thank  you. 

[The  prepared  statement  of  Mr.  Wharton  follows:] 

Prepared  Statement  of  Mr.  Wharton 

Mr.  Chairman.  Members  of  the  Committee.  I  am  pleased  to  appear  before  you 
today,  along  with  A.I.D.  Administrator  Brian  Atwood,  to  discuss  the  details  of  his 
efforts  to  remvigorate  A.I.D.  and  the  broader  issue  of  foreign  aid  reform. 
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Mr.  Atwood  will  address  the  details  of  the  fiscal  year  1994  budget,  as  well  as  his 
intent  to  reinvigorate  A.I.D.  through  a  top  to  bottom  examination  of  its  organization, 
structure  and  management  practices.  My  comments  will  focus  on  the  broader  policy 
recommendations  of  the  Interagency  Task  Force  to  Reform  A.I.D. 

During  his  confirmation  hearing  before  the  full  Committee  last  January,  Sec- 
retary Christopher  responded  to  questions  about  the  future  of  foreign  aid  by  stating 
he  would  ask  me  to  examine  the  goals  and  objectives  of  A.I.D.  to  determine  whether 
they  remained  relevant  in  the  post-Cold  War  era. 

At  my  own  confirmation  hearing,  I  expressed  my  enthusiasm  for  undertaking  this 
assignment.  Issues  relating  to  economic  development  have  been  at  the  core  of  my 
academic  and  professional  life  since  my  association  with  Nelson  Rockefeller's  pio- 
neering technical  assistance  efforts  in  Latin  America  in  the  late  '40s.  I  have  been 
involved  in  the  evolution  of  U.S.  foreign  assistance  programs,  both  directly  and  as 
a  keen  observer,  for  more  than  four  decades.  At  this  crucial  point  in  our  history, 
with  the  imperatives  of  the  Cold  War  behind  us,  the  chance  to  step  back  and  evalu- 
ate the  future  of  foreign  assistance  is,  in  a  very  real  sense,  an  opportunity  I  have 
prepared  for  all  of  my  professional  life.  I  nevertheless  undertook  this  project  know- 
ing how  important  ana  complex  the  issues  are,  particularly  as  we  simultaneously 
search  for  ways  to  reduce  the  federal  deficit. 

Secretary  Christopher  and  I  originally  hoped  to  complete  this  review  in  approxi- 
mately 90  days.  However,  we  both  believed  strongly  that  we  needed  to  fully  involve 
the  new  A.I.D.  Administrator  in  this  effort.  Since  Mr.  Atwood  was  not  confirmed 
until  early  May,  the  process  has  required  a  longer  period  of  time. 

I  began  the  review  process  by  creating  a  Task  Force  composed  of  representatives 
from  each  of  the  Departments  and  Agencies  responsible  for  programs  in  the  Func- 
tion 150  International  Affairs  budget.  Thirty-five  officials  ultimately  participated  on 
the  Task  Force,  including  representatives  from  the  Office  of  Management  and  Budg- 
et, the  National  Security  Council  and  the  National  Economic  Council. 

Mr.  Atwood  and  I  also  met  with  members  of  Congress  and  staff,  as  well  as  with 
some  representatives  of  outside  groups  concerned  with  the  future  of  foreign  aid,  in 
order  to  obtain  additional  viewpoints.  We  also  benefited  from  the  large  number  of 
studies  and  reports  on  reforming  foreign  aid  that  have  been  written  since  1989. 

Based  on  these  resources,  we  prepared  a  draft  report  in  early  June.  While  there 
was  a  consensus  on  many  of  the  recommendations,  there  was  also  spirited  discus- 
sion and  debate.  As  chairman  of  the  Task  Force,  I  assume  responsibility  for  the  con- 
tents of  the  report. 

After  sharing  the  draft  report  with  the  Secretary  of  State  and  the  National  Secu- 
rity Adviser,  we  agreed  to  circulate  the  A.I.D.  core  of  the  draft  report  to  the  Chair- 
men and  Ranking  Members  of  the  relevant  oversight  committees.  We  have  received 
many  valuable  comments  in  this  process,  and  I  view  today's  hearing  as  another  im- 
portant part  of  our  consultations  with  the  Congress.  I  am  pleased  that  the  members 
of  this  Committee  have  had  the  opportunity  to  review  this  report  before  the  hearing. 
We  want  the  views  of  those  concerned  with  the  future  of  foreign  assistance  to  be 
adequately  considered  in  the  preparation  of  the  final  report. 

Simultaneous  with  our  internal  primary  review  of  A.I.D.,  a  Presidential  Review 
Directive  (PRD  20)  was  issued  on  March  8  calling  for  an  assessment  of  all  inter- 
national programs  of  the  U.S.  Government. 

A.I.D.,  of  course,  is  only  one  of  many  entities  engaged  in  implementing  U.S.  for- 
eign policy  under  the  Foreign  Assistance  Act  and  through  the  International  Foreign 
Assistance  Budget,  known  as  Function  150.  Others  include  bilateral  economic  and 
military  assistance,  support  for  multilateral  development  banks  and  U.N.  organiza- 
tions, and  trade  and  investment  promotion. 

With  respect  to  A.I.D,  the  PRD  set  forth  two  specific  objectives  for  the  Depart- 
ment of  State  to  consider:  (1)  the  structure  and  function  of  A.I.D.,  including  its  rela- 
tionship to  the  Department  of  State,  and  (2)  the  Department's  responsibility  to 
evaluate  the  Function  150  budget  account  under  the  Foreign  Assistance  Act. 

Thus,  the  work  already  begun  within  the  Department  was  both  germane  and  com- 
plementary to  the  PRD  effort.  The  draft  report  we  are  discussing  today,  however, 
addresses  only  the  first  objective  of  the  PRD  process,  namely,  the  recommended  fu- 
ture of  A.I.D.  The  extremely  important  issue  of  coordination  of  all  foreign  assistance 
programs  is  still  under  review  by  the  PRD  interagency  working  group  as  are  the 
issues  relating  to  the  other  agencies  and  programs  funded  under  the  150  account 
such  as  the  Economic  Support  Fund,  or  ESF,  and  the  multilateral  development 
banks.  The  State  Department,  of  course,  is  contributing  its  views  to  this  effort. 

Therefore,  while  our  current  draft  report  does  not  specifically  offer  recommenda- 
tions on  budget,  planning,  and  program  coordination,  I  assure  the  Subcommittee 
that  we  are  very  much  aware  of  the  importance  of  the  issue.  Moreover,  we  believe 
that  the  recommendations  in  our  draft  would  place  a  restructured  A.I.D.  and  its 
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new  mission  in  a  position  to  be  fully  compatible  with  any  necessary  coordination  re- 
quirements of  the  total  foreign  assistance  program. 

Let  me  now  address  some  of  our  report's  major  conclusions. 

DOES  A.I.D.  HAVE  A  ROLE  IN  THE  POST-COLD  WAR  ERA? 

The  essential  first  question  we  had  to  ask  ourselves  was  whether  foreign  assist- 
ance, and  particularly  the  type  of  development  assistance  that  A.I.D.  can  offer,  con- 
tinues to  be  essential  in  the  post-Cold  War  era.  Our  Task  Force  concluded  unani- 
mously that  foreign  assistance,  in  the  light  of  new  international  realities  and  chal- 
lenges, remains  a  fundamental  cornerstone  of  U.S.  foreign  policy,  and  is  just  as  im- 
portant, if  not  more  so,  than  it  ever  was. 

President  Clinton  has  defined  three  areas  of  vital  U.S.  interest  to  which  effec- 
tively managed  foreign  assistance  can  make  a  major  contribution: 

•  National  Security.  Despite  the  collapse  of  international  communism  and  related 
threats  of  aggression  and  destabihzation,  there  remains  the  harsh  reality  of 
armed  conflicts  and  violence.  These  have  the  potential  to  escalate  into  major 
transnational  conflagrations,  threatening  our  citizens  and  vital  interests,  and 
breeding  terrorist  acts  that  affect  us  at  home  and  abroad.  Some  of  these  con- 
flicts stem  from  ethnic  and  religious  differences,  but  many  result  from  economic 
stress  and  injustice.  To  the  extent  that  instability  results  from  poverty,  inequal- 
ity of  political  and  economic  access,  and  societal  transformation — as  it  often 
does— effective  development  assistance  helps  reduce  tensions  that  breed  violent 
conflict.  A.I.D.  can  assist  peaceful  reconstruction  and  development  in  these 
cases  and  thereby  further  our  national  security  objectives. 

•  Economic  Revitalization.  The  challenge  is  to  contribute  to  a  growing,  prosperous 
international  economy  while  rebuilding  our  own  at  home.  Emerging  economies 
represent  tremendous  potential  growth  and  new  markets.  Participating  in  their 
growth  expands  the  market  for  our  goods,  through  trade  and  investment.  It  also 
creates  U.S.  jobs,  enhances  the  supply  of  consumable  goods  and  improves  the 
flow  of  strategic  material.  President  Clinton  has  emphasized  that  "winning"  this 
battle  need  not  be  a  zero-sum  game;  assisting  economies  to  thrive  abroad  pro- 
motes peace,  jobs,  stabilization,  a  demand  for  U.S.  products  and  services,  and 
higher  living  standards  for  all. 

•  Promotion  of  Democracy.  Economic  development  works  best  in  participatory  de- 
mocracies. The  United  States  has  a  fundamental  self-interest  in  the  creation  of 
a  well-functioning  "international  community"  characterized  by  shared  demo- 
cratic values  and  ideals,  and  relative  political  stability  within  countries  and  re- 
gions. Democracy  has  taken  hold  worldwide,  but  its  roots  in  many  countries  are 
still  shallow.  Programs  designed  to  support  and  strengthen  citizen-based  insti- 
tutions can  help  meet  our  national  interest  by  strengthening  emerging  democ- 
racies. 

To  protect  and  advance  these  basic  national  interests,  our  foreign  policy  and  as- 
sistance programs  must  recognize  that  U.S.  domestic  strength  is  fundamental  to 
achieving  our  objectives.  We  cannot  succeed  in  isolation.  There  are  unbreakable 
links  between  our  domestic  economic,  social,  and  political  health  and  that  of  the  rest 
of  the  world.  To  advance  our  own  economic  and  political  objectives  we  must  expand 
U.S.  participation  in  a  growing  international  economy.  A.I.D.  has  been  at  the  fore- 
front of  promoting  democracy  and  furthering  market  economies  in  other  countries. 

As  the  world's  remaining  superpower,  the  United  States  is  in  an  unprecedented 
position  to  exercise  enlightened  world  leadership  on  global  issues  at  a  time  when 
there  is  a  great  need  for  such  leadership.  The  loss  of  a  common  ideological  enemy 
has  freed  tremendous  resources  for  more  positive  use  by  the  industrialized  world. 
But  without  strong  U.S.  leadership  during  this  time  of  sluggish  economic  perform- 
ance and  new  security  challenges,  there  is  a  risk  of  a  return  to  a  system  of  inter- 
national relations  based  on  isolationism  and  mercantilism. 

The  basic  source  of  leadership  will  continue  to  be  the  size  and  health  of  our  own 
economy,  the  power  and  readiness  of  our  military  forces,  and  our  willingness  to  en- 
gage on  international  issues — especially  in  a  manner  that  is  perceived  as  far-sighted 
and  constructive.  Our  leadership  must  also  rest  on  the  pursuit  of  our  most  enduring 
values — respect  for  and  protection  of  individual  human  rights,  strong  reliance  on 
private  initiative  to  enhance  social  well-being,  the  fair  rule  of  law,  and  responsive, 
participatory  civilian  governance.  The  challenge  to  U.S.  leadership  is  to  maintain 
peace  and  stability  by  nurturing  democracy,  preserving  the  global  environment, 
maintaining  a  strong  military  capability,  and  strengthening  the  international  trad- 
ing system. 

The  United  States  does  not  hold  the  solution  to  every  world  problem.  Yet,  our  na- 
tion possesses  attributes  that  grow  out  of  our  long  democratic  heritage:  compassion, 
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enlightened  self-interest,  a  willingness  to  share,  and  a  deep  respect  for  the  human 
dignity  of  all  people.  These  instincts  provide  the  foundation  for  U.S.  support  for  for- 
eign assistance. 

(For  further  elaboration  on  A.I.D.'s  foreign  policy  rationale  see  my  May  25  speech 
to  the  Rockefeller  Institute  Public  Service  Award  Dinner,  attached.) 

A.I.D.:  ABOLISH  OR  REFORM? 

In  agreement  that  foreign  assistance  remains  vital  to  our  national  interests,  the 
Task  Force  next  turned  to  the  question  of  whether  a  revitalized  and  redirected 
A.I.D.  was  best  suited  to  carry  out  development  aspects  of  the  total  mission,  or 
whether  some  other  entity  could  perform  the  role  better. 

The  Task  Force  considered  several  options,  including  abolishing  the  Agency,  merg- 
ing it  into  the  Department  of  State  or  dispersing  its  functions  to  other  departments 
and  agencies.  This  last  alternative  included  a  sub-option  of  retaining  a  smaller  suc- 
cessor agency  to  operate  a  sustainable  development  program  primarily  through  non- 
governmental organizations  and  grantees. 

Another  option  argued  that  A.I.D.  should  limit  its  mandate  to  disaster  relief  and 
leave  long-term  development  to  multilateral  agencies.  The  Task  Force,  however,  saw 
a  clear  need  for  a  discrete  national  development  agency  to  carry  out  programs  which 
multilateral  organizations  cannot  provide: 

•  First  and  foremost,  A.I.D.  provides  a  direct  linkage  between  U.S.  foreign  policy 
goals  in  our  bilateral  relations.  Multilateral  agencies  do  not  necessarily  reflect 
U.S.  foreign  policy  in  their  programs  and  activities. 

•  A.I.D.  can  work  with  governments  and  non-governmental  organizations,  reach- 
ing out  effectively  to  grassroots  recipients.  Multilateral  organizations,  especially 
international  financial  institutions,  deal  almost  exclusively  with  foreign  govern- 
ments. 

•  The  local  expertise  in  A.I.D.'s  field  missions  provides  a  rare  ability  to  develop 
programs  targeted  to  local  needs. 

•  A.I.D.  leads  in  democracy  building,  family  planning  and  environment  issues, 
areas  where  multilateral  organizations  have  been  less  active. 

•  Finally,  A.I.D.  guarantees  that  the  development  programs  funded  by  the  U.S. 
reflect  the  values  of  the  American  people. 

As  a  result  of  the  above  discussion,  the  overwhelming  consensus  was  that  A.I.D., 
as  an  agency,  remains  strongly  viable  and  that  its  problems  stem  less  from  where 
its  functions  are  located  than  from  an  unfocused  mandate,  over-regulation  and  poor 
management. 

Mr.  Atwood  will  describe  in  his  testimony  how  he  intends  to  carry  out  a  top  to 
bottom  examination  of  the  organization  and  structure  of  A.I.D.  and  its  management 

Eractices.  I  believe  he  has  already  infused  A.I.D.  with  new  and  vigorous  leadership, 
a  light  of  this,  and  the  realization  that  merging  A.I.D.  into  State,  or  dispersing  its 
functions,  would  not  resolve  the  regulatory  and  administrative  burdens  under  which 
A  J.D.  programs  must  operate,  the  Task  Force  concluded  that  the  best  option  regard- 
ing the  organization  and  structure  of  A.I.D.  is:  (1)  to  work  with  Congress  to  simplify 
and  clarify  A.I.D.'s  statutory  mandate;  and  (2)  allow  the  new  Administrator  time  to 
improve  A.I.D.'s  internal  management  practices  and  structure  through  administra- 
tive action. 

NEW  GOALS  AND  OBJECTIVES 

After  concluding  that  continuing  a  strong  foreign  assistance  program  is  in  the 
U.S.  economic  and  security  interest,  and  that  A.I.D.  as  an  institution  can  be  re- 
formed to  successfully  achieve  our  foreign  assistance  and  foreign  policy  objectives, 
the  Task  Force  examined  the  relevance  of  A.I.D.'s  existing  statutory  goals  and  objec- 
tives in  the  current  world  context.  In  common  with  practically  every  recent  study 
of  foreign  aid,  the  Task  Force  concluded  that  A.I.D.  nas  too  many  statutory  goals 
and  objectives  and  lacks  a  clear  vision  that  reflects  U.S.  national  interests  in  the 
post-Cold  War  era. 

For  example,  the  1989  Task  Force  on  Foreign  Assistance  of  the  House  Committee 
on  Foreign  Affairs  identified  33  independent  statutory  goals  and  objectives  and  75 
priority  areas  that  A.I.D.  must  pursue  in  designing  its  assistance  programs.  Increas- 
ing percentages  of  aid  have  also  been  earmarked  in  authorization  and  appropria- 
tions legislation  for  specific  programs,  countries  or  geographic  regions.  In  FY  1993, 
for  example,  approximately  57  percent  of  Development  Assistance,  84  percent  of  the 
Economic  Support  Fund,  and  96  percent  of  Foreign  Military  Financing  are  ear- 
marked. 

This  is  not  to  say  that  all  of  A.I.D.'s  problems  are  externally  generated  or  need 
legislation  to  be  corrected.  Even  with  appropriate  statutory  goats,  A.I.D.  will  not 
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succeed  if  it  is  poorly  managed — and  the  Agency  currently  has  serious  internal  prob- 
lems. 

For  example,  A.I.D.'s  fiscal  and  personnel  resources  are  spread  too  thin.  A.I.D. 
currently  maintains  a  field  presence  (at  least  one  permanent  employee)  in  99  dif- 
ferent countries,  of  which  52  represent  either  a  fully  staffed  Mission  or  a  Regional 
Office  (normally  with  a  staff  of  12  or  more  Americans).  A.I.D.  also  operates  pro- 
grams with  no  permanent  staff  in  an  additional  26  countries,  not  including  coun- 
tries receiving  disaster  relief  or  PL  480  food  aid. 

In  addition,  A.I.D.  currently  has  a  portfolio  of  2,226  active  projects,  a  substantial 
majority  of  which  are  designed  and  implemented  (because  of  limited  permanent 
staff)  through  a  complex  and  cumbersome  system  of  grants  and  contracts,  each  sub- 
ject to  the  full  panoply  of  federal  procurement  regulations  and  financial  oversight. 

In  regard  to  management  of  its  headquarters  operations,  the  Task  Force  noted 
two  principal  conclusions  of  the  Commission  on  Foreign  Assistance  Management  (es- 
tablished under  the  Foreign  Assistance  Appropriations  Act  of  1991):  (1)  A.I.D.  has 
too  many  layers  of  management  between  the  Administrator  and  field  programs;  and 
(2)  A.I.D.  has  suffered  from  a  lack  of  strong  and  consistent  leadership. 

The  Commission's  report  also  documented  an  observation,  concurred  in  by  the 
Task  Force,  that  the  process  of  designing  and  implementing  policy  within  A.LD.  is 
diffuse  and  uncoordinated.  Central  direction,  and  monitoring  and  compliance,  of 
clearly  understood,  Agency-wide  assistance  policies  is  lacking. 

As  noted  above,  many  of  these  problems  can  be  resolved  through  administrative 
action.  Others  will  require  the  help  of  Congress.  The  Task  Force  believes  the  Admin- 
istration and  the  Congress,  working  together,  can  produce  the  reforms  that  will  revi- 
talize A.I.D.  What  is  required  is  that  we  design  the  agency  for  success,  show  con- 
fidence that  it  can  be  effective  by  giving  it  the  breathing  space  to  operate,  and  then 
hold  it  fully  accountable  for  results. 

To  give  A.I.D.  this  breathing  space,  the  Task  Force  believes  its  overseas  assist- 
ance programs  should  be  based  on  a  new  statutory  policy  framework,  encompassing 
the  following  four  broad  strategies: 

1.  Promoting  Sustainable  Economic  Growth  and  Development.  This  strategy 
is  the  linchpin  for  successfully  reaching  overall  policy  goals,  both  foreign  and 
domestic. 

Sustainable  development  calls  for  a  long-term  participatory  process,  with  par- 
ticular focus  on  the  disadvantaged  majority,  that  provides  opportunities  for  the 
citizens  of  assisted  countries  to  improve  their  incomes  and  the  quality  of  their 
lives.  Sustainable  development  targets  the  elimination  of  hunger,  poverty,  ill- 
ness and  ignorance,  while  protecting  the  environment.  It  involves  enhancing 
human  capital  by  expanding  educational  opportunities  to  all  segments  of  soci- 
ety, reducing  the  rate  of  population  growth,  extending  improvements  in  health 
and  nutrition,  and  expanding  the  capabilities  of  women.  Sustainable  develop- 
ment also  depends  upon  the  elimination  of  obstacles  to  participation  and  cre- 
ation of  opportunities  that  will  allow  all  people  to  be  more  productively  engaged 
in  building  their  country's  economy. 

2.  Building  Democratic  Participation  in  Development.  The  United  States 
stands  for  the  universal  proposition  that  all  people  are  created  equal.  Demo- 
cratic societies  foster,  inter  alia,  pluralism,  freedom  of  expression  and  associa- 
tion, an  electoral  system,  the  rule  of  law  and  the  protection  of  individual  human 
rights.  Encouraging  democratization  requires  using  foreign  aid  to  promote  "good 
governance"  in  other  nations,  and  to  create  an  environment  where  democratic 
values  are  understood  and  utilized  in  policy  and  decision-making  processes  at 
all  levels. 

Administrator  Atwood  has  already  begun  to  strengthen  the  Agency's  capacity 
to  support  and  deepen  democracy,  making  it  an  integral  part  of  its  sustainable 
development  mission.  He  has  asked  that  A.I.D.  staff  develop  project  approaches 
for  each  of  the  components  or  "sectors"  of  democratic  development  work:  civil 
society;  intermediary  organizations;  political,  electoral  and  governmental  insti- 
tutions; judicial  reforms;  civil  military  relations  and  free  press.  These  ap- 
proaches will  be  integrated  into  strategic  country  and  regional  plans  incorporat- 
ing all  the  other  disciplines  of  development  work — economics,  agriculture,  envi- 
ronment, population,  health — in  a  mutually  reinforcing  framework. 

3.  Addressing  Global  Issues.  National  boundaries  do  not  contain  the  effects 
of  contagious  diseases,  environmental  degradation  or  narcotics  trafficking.  We 
can,  however,  cooperate  with  others  to  deal  with  these  problems  to  minimize 
their  negative  impacts,  in  the  developing  world  and  in  the  United  States. 

For  example,  addressing  environmental  concerns  in  developing  countries  will 
lessen  the  negative  effects  on  the  economies  and  well-being  of  neighbouring  pop- 
ulations. AIDS  is  another  global  scourge  that  is  potentially  preventable  or  con- 
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tainablc.  High  fertility  rates  in  developing  countries  threaten  efforts  to  improve 
family  health,  nutrition,  and  access  to  social  services,  and  to  protect  the  envi- 
ronment. Population  pressures  also  result  in  large-scale,  unwanted  migration 
and  exacerbate  refugee  problems.  A  worldwide  effort  is  needed  to  bring  the  ben- 
efits of  voluntary  family  planning  to  all  developing  countries. 

4.  Responding  to  Emergency  Humanitarian  Needs.  Decisive  humanitarian  ac- 
tions to  respond  to  natural  or  man-made  disasters  often  limit  long-term  damage 
and  costs  to  people  in  critical  need.  The  alternative  costs  of  neglect  are  often 
greater,  particularly  when  such  situations  become  destabilizing,  and  lead  to 
open  conflict  and  civil  strife.  A.I.D.  must  go  beyond  traditional  disaster  relief — 
food  and  shelter — and  develop  a  rapid  response,  nation-building  capacity  to  help 
societies  that  have  fallen  into  conflict  and  anarchy  or  where  there  is  a  severe 
threat  to  their  stability. 

A.I.D.  should  be  positioned  to  provide  limited  resources  for  specifically  identi- 
fied short-term  needs,  distinct  from  long-term  development  efforts.  This  in- 
cludes ready-to-deploy  programs  to  observe  elections,  strengthen  institutions  of 
civil  society,  conduct  civic  education,  strengthen  judicial  systems  and  undertake 
other  "nation-building"  activities,  in  conjunction  with  the  U.N.,  other  inter- 
national organizations  and  U.S.,  or  multilateral  peacekeeping  forces. 
The  Task  Force  report  argues  that  by  pursuing  these  four  strategies,  A.I.D.'s  bi- 
lateral development  programs  can  contribute  to  an  ever-widening  community  of  sta- 
ble, prospering,  democratic  nations;  expanded  markets  for  mutually  beneficial  com- 
merce; and  the  prevention  and  containment  of  conflicts. 

The  Task  Force  endorsed  the  new  approach  of  the  FY  1994  budget  for  the  Func- 
tion 150  International  Affairs  account,  which  regrouped  the  current  programs  by 
major  foreign  policy  objectives  rather  than  by  agency.  This  approach  highlighted  the 
administration's  foreign  assistance  objectives.  The  FY  1994  budget  identified  the  for- 
eign policy  priorities  as: 

•  Building  democracy  in  the  former  Soviet  Union  and  elsewhere; 

•  Promoting  and  maintaining  peace,  including  peacekeeping  operations,  non-pro- 
liferation and  arms  control,  Middle  East  peace  talks,  and  defense  cooperation 
and  regional  security; 

•  Promoting  economic  growth  and  sustainable  development,  through  bilateral  de- 
velopment programs  encompassing  developing  human  capital,  building  markets 
and  income  opportunities,  expanding  science  and  technology,  and  building  insti- 
tutions as  well  as  multilateral  development  programs  and  promotion  of  U.S. 
businesses  abroad; 

•  Addressing  global  problems,  particularly  environmental  degradation,  narcotics, 
terrorism,  rapid  population  growth,  and  AIDs;  and 

•  Providing  humanitarian  assistance,  including  disaster  relief  and  aid  for  refu- 
gees. 

These  priorities  closely  track  the  major  program  categories  identified  by  the  Task 
Force. 

NEW  LEGISLATION  FOR  A  NEW  VISION 

At  his  April  29,  1993,  confirmation  hearing  before  this  Committee,  A.I.D.  Admin- 
istrator Atwood  described  his  new  vision  for  A.I.D.,  a  vision  that  recognizes  that  di- 
rect participation  of  people  in  solving  their  own  problems  is  critical  to  overcoming 
poverty,  hunger,  disease  and  illiteracy.  This  new  vision  recognizes  the  challenges 
posed  to  global  stability — unrestrained  population  growth,  environmental  degrada- 
tion, and  economic  deprivation — are  people  problems,  the  solutions  for  which  can  be 
developed  only  by  including  people  themselves  directly  in  the  development  process. 
To  design  people-oriented  programs,  A.I.D.  will  increase  the  involvement  of  non-gov- 
ernmental organizations  (including  private  voluntary  organizations,  cooperatives 
and  credit  unions)  to  the  extent  possible.  A.I.D.  will  also  continue  to  draw  on  the 
wealth  of  experience  in  American  universities  to  carry  out  its  new  mandate. 

The  Task  Force  believes  that  realizing  this  vision  requires  new  charter  legislation: 
legislation  that  describes  A.I.D.'s  post-Cold  War  national  mission  with  clearly  stated 
priorities  and  gives  A.I.D.  essential  program  and  management  flexibility. 

The  Task  Force  also  recognizes  that  A.I.D.,  through  internal  reform,  also  must  be- 
come a  more  flexible,  streamlined  agency  if  it  is  to  produce  tangible  results  and  be 
held  accountable  for  the  success  or  failure  of  its  programs.  The  Task  Force  identified 
19  specific  organizational  and  administrative  changes  which  A.I.D.  should  make  in 
order  to  carry  out  its  new  mandate  and  operate  more  efficiently.  Fortunately,  many 
of  these  changes  to  the  A.I.D.  organization  can  be  made  internally  without  the  need 
for  legislative  action,  and  Mr.  Atwood  will  be  describing  some  of  these  changes  in 
his  testimony. 
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A  crucial  element  in  buttressing  this  flexibility  and  accountability,  however,  will 
be  the  cooperation  of  the  Congress  in  freeing  A.I.D.  from  earmarked  programs  and 
unnecessary  and  restrictive  oversight  procedures.  Agreement  with  the  Congress  on 
a  clear,  simplified  and  unencumbered  statutory  framework  for  development  assist- 
ance will  create  a  renewed,  more  cooperative  relationship  between  A.I.D.  and  the 
Congress  on  the  use  of  foreign  assistance  funds. 

This  will  free  A.I.D.  to  design,  and  be  held  accountable  for,  bilateral  development 
programs  that  respond  to  the  development  needs  in  recipient  countries.  And  it  will 
allow  A.I.D.  to  use  development  funds  in  those  countries  and  in  those  sectors  that 
offer  the  most  promise  for  A.I.D.  described  in  our  report.  For  Congress,  this  shared 

{mrpose,  and  the  administrative  steps  that  A.I.D.  will  take  to  implement  it,  would 
unit  the  need  for  detailed  earmarking  which  have  inhibited  A.I.D.'s  ability  to 
achieve  its  development  objectives. 

One  advantage  of  this  streamlining  will  be  the  increased  flexibility  of  matching 
programs  with  the  unique  needs  and  conditions  of  each  nation.  As  countries  ap- 
proach levels  of  sustainable  development,  new  institutional  arrangements  that  en- 
courage the  phased  withdrawal  of  A.I.D.'s  involvement  and  the  increased  involve- 
ment of  other  domestic  technical,  trade  and  investment  agencies  are  required.  Im- 
proved management  of  this  transition,  from  developing  country  status  to  that  of  full 
advanced  status,  maximizes  the  payoff  from  development  assistance  and  provides 
greater  opportunity  for  expanded  U.S.  foreign  trade  and  investment. 

As  I  noted  at  the  outset,  regardless  of  which  agency  or  Department  is  responsible 
for  which  function,  all  economic  assistance  efforts,  which  together  have  the  common 
goal  of  advancing  the  economic  interests  of  the  United  States,  need  to  be  coordi- 
nated within  the  Executive  Branch  to  ensure  maximum  effectiveness.  To  use  our 
scarce  resources  more  efficiently  the  Function  150  account  should  be  cast  to  reflect 
the  major  foreign  policy  objectives  of  the  various  assistance  programs  so  as  to  delin- 
eate the  true  resource  flows  and  improve  accountability. 

The  A.I.D.  Administrator  should  also  continue  to  report  to  the  President  through 
the  Secretary  of  State  and  receive  policy  guidance  from  the  Secretary.  There  should 
also  be  strengthened  interaction  at  the  most  senior  levels — Secretary  of  State,  Dep- 
uty Secretary,  A.I.D.  Administrator — to  improve  and  speed  decision-making  and  to 
encourage  greater  cooperation  at  all  levels. 

Finally,  and  most  important,  the  reform  proposals  contained  in  the  Task  Force 
draft  report  reflect  the  Clinton  Administration's  broader  foreign  policy  approach — 
an  approach  of  consultation,  coordination  and  shared  responsibility  with  our  allies. 
In  the  post-Cold  War  era,  the  Administration  is  seeking  close  cooperation  and  agree- 
ment with  its  natural  allies,  the  advanced  democratic  nations  and  those  nations 
which  share  our  values. 

This  approach  should  logically  be  extended  to  our  work  of  assisting  sustainable 
development  in  countries  striving  to  attain  a  better  life  for  their  people.  What  we 
do  to  support  development  in  any  region  or  specific  countries  must  be  done  as  part 
of  a  broader  attack  on  the  problems  impeding  progress,  orchestrated  in  meetings 
with  other  donors,  stressing  our  areas  ot  comparative  advantage,  leaving  to  others 
what  they  can  do  best. 

Within  this  broader,  coordinated  effort  to  spur  development,  our  intention  should 
be  to  do  our  fair  share.  We  should  assist  people  and  countries  in  need,  and  do  what 
we  can  to  help  them  attain  sustainable  progress.  The  American  people  have  always 
been  willing  to  do  their  share  to  help  others  in  need;  and  we  have  been  a  recognized 
leader  in  providing  aid  in  recent  decades. i  We  should  not  withdraw  from  this  re- 
sponsibility, tied  as  it  is  to  our  own  national  interest  and  our  American  sense  of 
humanity.  We  should  work  closely  with  other  donors,  helping  to  shape  the  future, 
a  future  in  which  we  have  the  most  to  offer  and  much  to  gain. 

what's  new  in  this  framework? 

How  will  the  new  policy  framework  and  recommendations  achieve  the  desired  ef- 
fectiveness and  tangible  results?  What  is  new  about  this  framework  for  A.I.D.? 
There  are  several  answers: 


i  While  in  absolute  dollar  terms  the  United  States  maintains  the  world's  largest  program  of 
official  development  assistance  (ODA),  it  by  no  means  bears  a  disproportionate  burden.  Of  the 
20  OECD  Development  Assistance  Committee  member  countries,  only  Ireland  commits  a  small- 
er percent  of  its  GNP  to  foreign  aid.  Canada's  assistance,  for  example,  is  0.45  percent  of  GNP, 
while  ours  is  about  0.2  percent  On  average,  the  Scandinavian  countries  give  nearly  1  percent 
of  their  GNP  annually.  Japan  is  currently  second  to  the  United  States  in  total  ODA  and  last 
month  Japan  announced  a  40  percent  increase  in  its  aid  levels  to  a  total  of  $120  billion  over 
the  next  5  years,  including  export  credit  programs. 
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First,  A.I.D.'b  activities  are  beingrefocused  to  reflect  the  new  foreign  policy  objec- 
tives of  this  Administration.  The  FY  1994  International  Affairs  Budget,  the  Func- 
tion 150  Account,  was  specifically  recast  this  year  to  reflect  more  clearly  the  new 
administration's  foreign  policy  objectives. 

Second,  streamlining  and  focusing  A.I.D.  on  the  areas  where  it  has  historically  de- 
veloped the  greatest  competence  and  strength,  overcoming  the  basic  human  afflic- 
tions of  hunger,  ignorance,  environmental  degradation  and  disease,  will  allow  A.I.D. 
to  do  what  it  has  learned  to  do  best.  Recent  changes  in  world  affairs  have  enhanced 
our  comparative  advantage  as  a  foreign  assistance  leader  in  these  areas.  What  is 
new  and  important  are  the  opportunities  these  changes  present  if  A.I.D.  institutes 
major  reforms  in  setting  priorities  and  carries  them  out  with  new  vision  and  effec- 
tiveness. This  can  only  be  achieved  if  significant  improvements  are  made  in  the 
areas  of  excessive  oversight  and  administrative  execution. 

Third,  with  the  end  of  the  Cold  War,  promoting  sustainable  development  has  be- 
come a  more  prominent  national  objective,  bridging  domestic  and  foreign  policy.  The 
major  commitment  to  assist  the  development  of  democracy  and  a  market  economy 
is  just  as  valid  in  a  Russia  and  a  Guatemala  as  it  is  in  a  Haiti  and  a  Cambodia. 
A.I.D.'s  mix  of  policy  recommendations  and  technical  assistance  will  be  different  for 
the  traditional  developing  countries  compared  with  our  more  advanced  partners,  but 
the  overarching  goal  of  engaging  them  in  an  expanding  global  market  economy  will 
be  the  same. 

Fourth,  A.I.D.  will  give  much  greater  priority  to  leveraging  multilateral  coopera- 
tion. Expanding  the  involvement  of  other  donor  groups  not  only  serves  the  objective 
of  more  cost-effective  assistance,  but  has  the  additional  benefit  of  strengthening  co- 
operation among  the  community  of  democratic  nations  that  contribute  the  bulk  of 
the  world's  development  assistance.  A.I.D.  will  also  promote  the  creation  and  revi- 
talization  of  regional  and  international  development  organizations  required  to  co- 
ordinate and  address  a  growing  list  of  global  issues. 

Fifth,  and  finally,  the  new  framework  and  focus  recognizes  that  there  is  a  fun- 
damental and  crucial  foreign  policy  role  to  be  played  by  bilateral  foreign  assistance 
in  the  furtherance  of  our  national  interests.  Pursuing  this  goal  requires  an  A.I.D. 
which  is  flexible,  responsive  and  above  all  focused.  The  various  changes  rec- 
ommended will  produce  a  reinvigorated  and  reformed  A.I.D.  uniquely  capable  of 
achieving  our  foreign  policy  objectives. 

CONCLUSION 

I  hope  that  our  draft  report  will  serve  as  the  basis  for  continued  consultations 
with  the  Congress  on  the  role  and  direction  of  A.I.D.,  and,  in  turn,  may  result  in 
general  support  of  the  need  for,  and  perhaps  the  substance  of,  new  charter  legisla- 
tion. 

In  conclusion,  Mr.  Chairman,  the  Task  Force  recommends  a  two  pronged  approach 
to  reform  of  A.I.D.  and  its  bilateral  development  programs.  First,  A.LD.  must  re- 
ceive leadership  that  reflects  its  important  role  in  achieving  our  foreign  policy  and 
foreign  assistance  goals.  This  includes  the  top  to  bottom  review  and  improvement 
of  A.I.D.'s  structure  and  management  practices  that  Mr.  Atwood  has  promised,  some 
of  which  he  will  describe  in  his  testimony  today.  Second,  we  must  work  with  the 
Congress  to  simplify  and  clarify  A.I.D.'s  statutory  mandate. 

A.I.D.  should  he  given  new  flexibility  through  the  reduction  or  elimination  of  the 
costly  and  inefficient  process  of  earmarking.  A.I.D.'s  new  mandate  should  focus  on 
participatory  programs  leading  to  sustainable  economic  development,  expanding  de- 
mocracy and  addressing  global  issues,  while  responding  to  international  disasters 
and  other  urgent  humanitarian  crises.  I  believe  the  draft  report  of  the  Task  Force 
lays  out  a  comprehensive  new  framework  for  A.I.D.  in  the  post-Cold  War  era.  We 
want  to  work  with  the  Congress  to  make  that  vision  a  reality.  I  look  forward  to  your 
questions. 

Thank  you. 

Enclosure 

Remarks  by  Dr.  Clifton  R.  Wharton,  Jr.,  Deputy  Secretary  of  State,  for  the 
Rockefeller  Institute  Public  Service  Award  Dinner,  New  York,  May  25,  1993 

It  is  always  good  to  be  back  among  my  friends  in  New  York  State.  It  is  particu- 
larly pleasant  for  Dolores  and  me  to  renew  our  association  with  the  great  State  Uni- 
versity of  New  York  system  and  with  the  Nelson  A.  Rockefeller  Institute  of  Govern- 
ment. 

When  we  began  the  Institute  in  1982,  it  was  with  the  fervent  hope  that  it  would 
serve  as  a  bridge  and  a  catalyst  between  the  academic  world  and  the  world  of  gov- 
ernment and  public  affairs  so  that  each  could  benefit  from  the  other,  and  the  public 
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interests  could  benefit  from  both.  I  am  delighted  to  see  that,  under  the  fine  leader- 
ship of  Warren  II ch man  and  now  Dick  Nathan,  that  goal  has  become  a  reality. 

Today,  from  my  vantage  point  the  Department  of  State,  I  look  back  on  my  Albany 
years  with  a  certain  amount  of,  shall  we  say,  ambivalence.  On  the  one  hand,  manag- 
ing the  State  University  and  guiding  it  so  that  the  resources  of  its  64  campuses 
could  be  better  focused  on  the  needs  of  our  many  constituencies  was  exciting  and, 
I  hope,  productive. 

On  the  other  hand,  my  annual  discourses  with  the  Division  of  Management  and 
Budget  and  the  State  Legislature  also  were  exciting — but  in  another  way.  And  I 
have  the  scars  to  prove  it! 

Governor,  although  I  have  been  in  Washington  and  the  State  Department  only 
about  5  months,  I  think  I  can  say  with  some  certainty  that  addressing  the  world's 

Sroblems,  complicated  as  they  are,  hold  no  fears — I  was  trained  and  prepared  by 
few  York  politics! 

I  am  deeply  appreciative  of  the  honor  you  have  paid  me  in  presenting  me  with 
the  Nelson  A.  Rockefeller  Public  Service  Award.  It  means  a  great  deal  to  me.  In 
turn,  however,  I  would  salute  the  man  whose  name  the  award  bears. 

My  memories  of  Nelson  Rockefeller  are  intensely  personal,  because  his  inspiration 
and  dedication  helped  shape  and  guide  my  life.  Indeed,  I  feel  I  have  come  almost 
full  circle  as  I  pursue  my  duties  in  the  State  Department.  I  began  my  career  as  a 

(>articipant  in  one  of  the  first  private  foreign  development  assistance  programs  fol- 
owing  World  War  II.  Today,  45  years  later,  one  of  my  first  major  assignments  as 
Deputy  Secretary  of  State  is  to  recommend  how  to  redirect  and  strengthen  Ameri- 
ca's foreign  aid  programs. 

Nelson  Rockefeller  came  early  to  certain  tenets  of  development  assistance  that 
still  are  basic  to  American  foreign  aid.  His  pre-war  experiences  in  Latin  America 
had  led  him  to  believe  that  irresponsible  American  business  activities  and  disregard 
of  the  welfare  of  local  peoples  and  their  cultures  could  lead  to  powerful  resentment, 
expropriation,  and  even  sympathy  for  the  then-increasing  activity  of  the  German 
Axis  powers  and  communism  in  Latin  America. 

Out  of  this  came  his  credo  that  foreign  assistance  must  serve  as  a  key  instrument 
of  American  foreign  and  national  security  policy.  He  believed  America  should: 

•  Provide  hope  to  the  peoples  of  Latin  America  by  helping  to  alleviate  poverty, 
illiteracy  and  disease; 

•  Help  the  people  help  themselves  through  technical  assistance  and  expertise, 
thus  paving  the  way  to  the  trade  and  investment  that  is  the  engine  of  long-term 
growth  and  prosperity;  and 

•  Foster  common  understanding  and  shared  values  through  international  part- 
nerships in  business,  diplomacy  and  security  matters. 

Nelson  first  pursued  these  objectives  as  the  Coordinator  of  Inter-American  Affairs 
for  the  U.S.  Government.  But  while  he  supported  our  post-war  efforts  to  provide 
American  aid  for  rebuilding  and  safeguarding  Europe,  he  believed  they  ignored 
other  regions  where  assistance  was  just  as  vital  to  a  peaceful  world  and  to  our  own 
national  interests. 

By  mid-1946,  Nelson  had  left  government  and  had  created  private  entities  to 
carry  out  his  vision  for  Latin  America — the  non-profit  American  International  Asso- 
ciation for  Economic  and  Social  Development  Ocnown  as  AIA),  the  profit-making 
international  Basic  Economic  Corporation  (known  as  IBEC),  plus  VBEC  in  Ven- 
ezuela, and  D3EC  Technical  Services. 

The  AIA  was  to  provide  technical  and  managerial  assistance  and  equipment  to 
underdeveloped  countries  and  their  rural  people  by  combating  poverty,  through  pro- 
grams of  nutrition,  extension  and  farm  credit  which  were  designed  to  eventually  be- 
come locally  supported  and  managed.  The  IBEC  and  its  affiliates  would  demonstrate 
that  private  business  which  focused  on  developing  basic  economies  could  make  a 
profit  and  serve  as  a  model  for  locally-established  businesses.  These  efforts  con- 
centrated on  Latin  America. 

In  1948,  a  young  graduate  of  the  Johns  Hopkins  School  of  Advanced  International 
Studies  was  tapped  Dy  Nelson  to  join  his  pioneering  AIA  effort.  The  young  man  ea- 
gerly accepted,  and  thus  I  began  my  career  and  life-long  interest  in  foreign  economic 
development  assistance. 

At  that  same  time,  the  Marshall  Plan  was  being  launched  to  help  reconstruct  war- 
torn  Europe,  and  it  and  its  successors  were  to  become  America's  dominant  foreign 
assistance  thrust  for  many  years.  But  Nelson  Rockefeller  also  was  proving  that  the 
same  principles  of  hope,  empowerment  and  partnership  through  assistance  were — 
and  are — vital  to  America's  own  prosperity  and  security  and  can  be  applied  the 
world  over. 

Over  the  past  45  years,  foreign  assistance  has  been  shaped  by  many  factors — as 
often  by  the  differing  political  agendas  of  our  Presidential  Administrations  and  Con- 
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cresses  as  by  changing  world  events.  But  to  a  large  extent,  the  imperatives  of  the 
Cold  War  defined  our  assistance  goals  until  quite  recently.  Stripped  of  nuance,  our 
aid  programs  primarily  were  designed  as  a  vehicle  for  directly  Buttressing  friendly 
or  neutral  governments  against  communism. 

Aid  allocation  was  based  on  the  ideological  and  political  alignment  of  nations.  Be- 
cause the  threat  of  communism  was  considered  so  great,  we  believed  it  was  nec- 
essary to  pursue  our  opposition  to  it  even  if  the  foreign  leaders  and  governments 
we  were  supporting  were  seen  as  corrupt  or  antithetical  to  American  democratic 
ideals  and  respect  for  human  rights. 

One  can  argue,  in  hindsight,  the  rigidity  with  which  we  followed  these  criteria, 
and  it  often  was  argued  even  while  policy  was  being  made.  But  the  Cold  War  also 
was  very  real,  and  those  in  charge  ot  our  foreign  policy  were  convinced  that  assist- 
ance dollars  were  building  a  wall  against  communist  aggression. 

Even  with  the  lessening  of  the  Cold  War,  however, differences  over  policy  direc- 
tion continued.  One  would  have  hoped,  as  a  result  of  our  long  experience,  that  devel- 
opment assistance  programs  might  have  matured  and  evolved  over  the  years  into 
a  finely-honed  instrument  of  self-enlightened  American  foreign  policy.  Unfortu- 
nately, "evolution"  is  not  the  word.  Perhaps  a  better  one  is  "mutation"  to  describe 
the  often  ill -de  fined  operation.  For  the  people  implementing  our  assistance  pro- 
grams, the  political  rules  of  the  game  often  were,  and  still  are,  at  loggerheads  with 
achieving  the  very  basic  needs  of  the  host  countries  that  they  see  so  clearly  from 
their  vantage  point  at  Ground  Zero.  The  conflicting  goals  and  inefficiencies  this  cre- 
ates are  very  demoralizing,  not  to  mention  costly. 

One  can  almost  track  the  assistance  schizophrenia  through  the  variable  alphabet 
soup  of  names  assigned  to  the  program:  The  Economic  Cooperation  Administration 
(ECA)  became  the  Mutual  Security  Agency  (MSA)  became  the  Foreign  Operations 
Administration  (FOA)  became  the  International  Cooperation  Administration  (ICA) 
became  the  Development  Loan  Fund  (DLF)  became  the  Agency  for  International  De- 
velopment (A.I.D.). 

Even  A.I.D.,  despite  the  longevity  and  continuity  of  its  name,  has  undergone 
changes  in  direction  over  31  years,  and  through  7  presidents  and  15  Congresses. 

And  it  should  change  again.  Only  this  time,  we  must  be  determined  that  the  pro- 
gram will  be  sharply  defined,  tuned  to  the  new  global  realities,  and  stripped  oi  the 
weighty  encumbrances  that  blunt  or  diffuse  its  effectiveness. 

Today,  for  example,  more  than  30  statutory  goals  and  objectives  are  scattered 
throughout  the  Foreign  Assistance  Act,  and  A.LD.  materials  show  some  75  priorities 
for  economic  assistance  that  the  agency  must  pursue.  Congressional  earmarks  and 
overlays  of  reporting  requirements  and  internal  management  problems  dilute  flexi- 
bility and  efficiencies  and,  ultimately,  accountability. 

I  want  to  emphasize  that  despite  these  constraints  and  conflicting  and  often  bad 
decisions,  America's  assistance  policy  over  the  past  four  decades  did  accomplish 
much  that  was  positive,  and  even  noble. 

America's  resolve  to  use  its  influence  and  resources  to  assist  its  less  fortunate 
world  neighbors  paid  important  dividends.  Our  influence  through  the  presence  of 
aid  programs  did,  indeed,  contribute  to  stemming  and  ultimately  eliminating  com- 
munist aggression.  The  lives  of  countless  men,  women,  and  children  have  been  im- 
proved, and  many  lives  saved,  through  technical  assistance  and  humanitarian  aid. 

But  one  unfortunate  result  of  the  twists  and  turns  of  the  foreign  assistance  pro- 
gram has  been  the  steady  erosion  of  the  American  people's  understanding  and  sup- 
port of  these  efforts. 

Not  that  this  support  was  very  strong  even  in  the  beginning.  A  look  at  the  history 
of  these  programs  of  the  past  45  years  shows  rather  depressingly  that  the  same  ar- 
guments against  foreign  assistance  run  through  all  the  permutations. 

You  know  the  arguments  as  well  as  I  do.  Why  spend  money  abroad  when  we  need 
it  at  home?  Foreign  aid  worsens  our  balance  of  payments  situation.  Why  don't  we 
require  countries  we  assist  to  buy  more  American  products?  We  have  aided  coun- 
tries that  were  corrupt  or  that  later  overthrew  democratically-elected  regimes.  We 
are  trying  to  do  too  much.  And  what  we  are  doing  is  wasteful.  And  on  and  on. 

Today,  we  are  faced  with  a  paradox.  With  dramatically-changed  world  conditions, 
we  need  a  foreign  assistance  program  just  as  much,  if  not  more,  than  we  ever  have. 
As  Secretary  Christopher  said  recently,  where  we  once  mobilized  our  assistance 
against  communism,  we  can  now  mobilize  it  for  democracy  and  a  free  market  econ- 
omy. 

At  the  same  time,  in  the  face  of  stringent  economic  conditions  and  glaring  finan- 
cial needs  at  home,  we  must  convince  the  Congress  and  the  American  people  that 
such  efforts  truly  are  in  our  own  long-term  best  interests. 

Let  us  look  first  at  the  new  world  we  are  living  in.  Only  at  our  peril  can  we  ignore 
the  challenges  and  opportunities  that  it  presents. 
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•  The  Cold  War  is  over,  and  democratic  principles  and  market  economics  are  tri- 
umphing over  communism. 

•  Russia  and  the  other  former  Soviet  republics  present  a  tremendous  opportunity 
and  fertile  field  for  the  spread  of  these  democratic  principles. 

•  As  we  see  in  Yugoslavia,  Somalia,  Sri  Lanka,  the  Sudan  and  elsewhere,  ethnic, 
political  and  religious  strife  within  existing  or  former  countries  are  serious 
threats  to  global  peace  and  stability. 

•  Thousands  upon  thousands  of  people  will  continue  to  die  in  countries  torn  by 
civil  strife  and  natural  disasters  unless  humanitarian  aid  is  provided  promptly 
and  is  properly  distributed. 

•  To  maintain  its  competitive  edge,  America  must  respond  to  the  economic  muscle 
being  flexed  in  the  global  marketplace  by  newly  industrialized  nations  and  new 
regional  economic  alliances. 

•  More  than  ever,  global  issues  such  as  environmental  degradation,  proliferation 
of  nuclear  weapons,  narcotics,  AIDs,  migration  and  refugees,  and  wildlife  and 
resource  protection  require  multilateral  and  international  cooperation  and  edu- 
cation. 

It  is  one  thing  to  look  at  challenges  like  these  and  say,  yes,  we  must  do  something 
about  them.  It  is  quite  another  to  develop  the  mechanisms  and  marshal  the  re- 
sources that  will  really  accomplish  our  objectives.  Moreover,  there  is  the  fundamen- 
tal nexus  between  how  well  those  challenges  are  met  and  our  domestic  strength  and 
prosperity. 

That  is  the  message  we  must  get  across,  and  President  Clinton  has  stated  it  often: 
"our  foreign  policy  goals  and  our  domestic  policy  goals  for  the  economy,  national  se- 
curity and  the  spread  of  democratic  values  are  one  and  the  same." 

There  is  little  doubt  that  our  greatest  domestic  challenge  and  opportunity  is  the 
growth  of  our  national  economy.  As  we  address  that  challenge,  however,  we  do  so 
in  a  context  where  countries  around  the  globe  also  are  seeking  to  expand  their  own 
economies  and  markets. 

The  first  thing  we  must  recognize  is  that  a  growing  world  economy  is  not  a  threat 
to  our  own  economic  interests.  On  the  contrary  it  is  vital  to  our  domestic  well-being. 

It  is  obvious  that  we  cannot  simply  close  our  borders  to  unwanted  influences,  as 
the  spread  of  narcotics  and  AIDs  has  demonstrated.  Indeed,  if  our  manufacturing 
and  service  industries  are  to  grow  and  prosper — and  that  means  jobs  at  home — we 
must  be  prepared  tc  open  our  borders  for  the  free  flow  of  trade  and  investment  in 
and  out,  while  ensuring  a  level  playing  field  on  which  American  business  can  fairly 
compete. 

More  and  more  companies  are  going  "multinational,"  including  many  U.S.-owned 
firms.  These  companies  use  and  produce  products  of  mixed  origin  and  rely  on  labor 
forces  in  several  countries.  Some  at  home  see  this  as  a  threat,  out  the  truth  is  that 
it  really  is  an  opportunity  for  U.S.  business  to  meet,  and  build  on,  a  strong  demand 
for  American  products  abroad,  and  thus  produce  more  jobs  at  home. 

American  foreign  assistance  is  important  to  this  effort  because  it  can  influence 
and  contribute  to  the  expansion  of  U.S.  products  abroad  by  promoting  sustainable 
economic  growth  in  the  developing  countries. 

We  already  see  evidence  01  this  as  developing  countries  emerge  as  the  fastest- 
growing  market  for  U.S.  exports.  Between  1986  and  1991,  for  example,  our  exports 
to  these  countries  increased  106  percent,  while  those  to  industrialized  countries  rose 
just  87  percent. 

With  respect  to  national  security,  it  has  become  tragically  obvious  that  threats  to 
world  stability  did  not  cease  with  the  collapse  of  international  communism.  Armed 
conflicts  not  only  consume  the  lives  of  thousands  of  innocent  women,  children  and 
men,  destroy  homes,  produce  hunger  and  disease,  and  create  endless  lines  of  refu- 
gees. They  also  have  the  potential  of  escalating  into  major  conflagrations  that 
threaten  our  own  vital  interests,  breed  terrorist  acts  that  affect  us  at  home  and 
abroad,  and  encourage  arms  races  and  the  proliferation  of  weapons.  Even  the  most 
simple  cost  benefit  analysis  clearly  shows  that  the  costs  of  such  conflicts  are  far 
greater  than  the  costs  of  their  avoidance  or  containment. 

"Peacekeeping"  operations  while  important  in  helping  to  protect  lives,  are  often 
only  a  palliative  in  treating  these  situations.  Our  long-term  national  security  will 
best  be  served  if  we  can  develop  foreign  assistance  programs  that  offer  peaceful 
means  of  defusing  conflicts  where  possible  before  they  start  by  providing  hope  to 
people  for  a  better,  more  prosperous  life.  In  other  words,  peace  making  from  the 
ground  up. 

And  that  leads  to  the  spread  of  democratic  values  as  a  major  foreign  policy  objec- 
tive. We  Americans  are  justly  proud  of  our  form  of  government,  but  we  do  not  seek 
to  impose  it  on  other  nations.  However,  we  do  hold  to  certain  basic  principles  on 
which    we   can    and   must  judge   others.    Essentially,    these    are    a    government's 
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willingness  and  ability  to  protect  and  promote  individual  liberties  and  respect 
human  rights. 

Therefore,  our  foreign  assistance  should  be  allocated  to  those  nations  that  present 
the  best  opportunities  for  the  rooting  and  strengthening  of  democratic  values  and 
ideals.  We  should  not,  as  we  sometimes  have  in  the  past,  use  our  aid  in  some  vain 
hope  that  we  can  change  behavior  in  a  corrupt  or  autocratic  regime.  We  must  be 
more  selective  in  targeting  recipient  countries,  not  only  to  achieve  more  productive 
results,  but  because  we  cannot  spread  our  limited  resources  so  thinlv  as  in  the  past. 

Finally,  if  we  effectively  invest  in  economic  and  political  development  abroad, 
there  will  be  additional  benefits  and  cost  savings  in  avoiding  future  humanitarian, 
military  and  diplomatic  costs,  and  in  addressing  the  negative  impacts  of  such  global 
concerns  as  the  environment,  health  and  hunger. 

What  I  have  attempted  to  describe  in  these  remarks  is  the  case  for  continued  U.S. 
foreign  assistance.  But  not  just  a  continuation.  What  we  must  do,  if  we  are  to 
achieve  our  objectives  and  demonstrate  to  the  American  people  that  they  are  getting 
good  value,  is  to  redirect  that  aid  so  that  it  is  more  effectively  managed,  more  force- 
ful and  more  productive. 

As  all  of  you  here  know,  American  foreign  aid  is  much  more  than  just  develop- 
ment assistance.  It  also  comprises  humanitarian  and  disaster  relief,  peacekeeping 
operations,  trade  and  investment  promotion,  weapons  non-proliferation  programs, 
and  certain  military  assistance. 

All  of  these  programs  must  be  carefully  examined  and  judged  as  to  their  ability, 
as  presently  formulated,  to  contribute  productively  to  the  new  global  environment 
in  which  we  live  and  the  new  realities  we  face.  That  is  being  done. 

More  particularly,  as  one  of  his  first  actions,  Secretary  Christopher  requested  that 
I  undertake  a  thorough  review  of  what  one  might  call  the  development  backbone 
of  our  foreign  aid:  the  Agency  for  International  Development,  and  recommend  how 
it  could  be  redirected  to  more  effectively  accomplish  our  foreign  policy  goals. 

I  have  completed  that  review  and  I  will  be  sharing  my  report  and  recommenda- 
tions with  the  Secretary  shortly.  While  I  cannot  go  into  the  details  tonight,  I  think 
that  throughout  my  remarks  I  have  indicated  how  I  believe  development  assistance 
can  and  should  be  directed  if  we  are  to  get  its  maximum  effect. 

In  short,  the  steps  we  will  propose  are  designed  to: 

— Promote  sustainable  economic  development, 

— Support  democratic  values  and  institutions, 

— Assist  developing  nations  in  a  transition  to  a  market  economy,  and,  exceeding 
important, 

— Direct  our  efforts  to  build  human  capital  in  the  developing  countries  so  that  the 
people  can  make  better  use  of  their  resources  and  become  more  self-reliant. 

Now,  the  hard  work  begins. 

Let  me  thank  you  again  for  this  award,  and  I  accept  it  in  the  name  and  spirit 
of  Nelson  Rockefeller. 

Nelson  knew  that  there  was  no  contradiction  between  the  humanitarian  aims  of 
foreign  assistance  and  our  own  domestic  self-interest,  that  the  two,  in  fact,  go  hand- 
in-hand. 

He  knew,  that  the  choice  between  foreign  and  domestic  policy  was  and  always  has 
been  a  false  one — that  the  world  is  as  much  a  part  of  us,  as  we  are  a  part  of  the 
world.  He  knew  that  helping  people  help  themselves  was  the  surest  way  to  create 
lasting  friends  and  allies  and  a  stable,  peaceful  world. 

Today,  under  a  new  President  who  clearly  sees  the  importance  of  foreign  assist- 
ance to  the  success  of  our  foreign  and  domestic  policy — and  to  a  free,  safe  and  pros- 
perous world — we  have  an  unparalleled  opportunity  to  turn  the  program  around  and 
make  it  truly  responsive  to  these  goals. 

We  are  ready  to  do  our  part.  What  we  must  have  is  the  understanding  and  sup- 
port of  the  American  people. 

Thank  you. 

Senator  Sarbanes.  Thank  you  very  much,  Secretary  Wharton. 
Administrator  Atwood. 

STATEMENT  OF  HON.  BRIAN  J.  ATWOOD,  ADMINISTRATOR, 
AGENCY  FOR  INTERNATIONAL  DEVELOPMENT 

Mr.  Atwood.  Thank  you  very  much,  Mr.  Chairman. 

I  am  going  to  spare  the  committee  the  long  and  comprehensive 
written  testimony  that  I  have  prepared.  I  would  ask  that  a  lot  of 
people  read  this  testimony,  however. 


312 

It  will  be  part  of  the  public  record,  if  you  place  it  in  the  public 
record.  In  particular,  I  would  like  all  of  the  people  who  are  either 
on  contract  to  AID  or  who  are  representing  foreign  governments  or 
who  are  working  for  AID,  in  one  capacity  or  another,  to  read  it  be- 
cause it  is  a  progress  report  on  where  we  stand  after  about  7  weeks 
in  this  office. 

It  is  also  a  continuation  of  a  commitment  that  I  have  made,  in 
every  public  statement  that  I  have  given,  that  we  are  going  to 
change  and  reform  AID. 

I  recognize  how  risky  such  a  position  is,  but  I  feel  it  is  the  only 
way  that  we  are  going  to  get  this  job  done.  Secretary  Wharton 
mentioned  the  various  names  that  AID  has  had  over  the  years.  I 
think  we  have  acquired  a  new  name.  We  are  now  called  the  Trou- 
bled Agency  for  International  Development.  [Laughter.] 

In  fact,  we  had  a  debate  in  our  office  the  other  day  as  to  whether 
it  was  really  positive  that  we  are  now  called  beleaguered,  as  op- 
posed to  troubled.  Maybe  that  is  a  sign  of  progress. 

I  have  enjoyed  collaborating  with  Dr.  Wharton  on  this  report  and 
on  our  efforts  to  reform  AID.  He  is  someone  who  has  looked  long 
and  hard  at  our  development  programs. 

He  was  the  chairman  of  our  BIFADEC  Board,  the  university 
presidents  who  review  and  advise  the  Administrator  of  the  AID.  He 
has  worked,  himself,  in  the  development  field  as  a  development 
economist. 

And  I  think  what  he  says  must  be  heeded  in  this  particular  field. 
But  there  is  something  that  is  even  more  significant,  it  seems  to 
me,  about  the  fact  that  we  are  appearing  here  today,  representing 
the  State  Department  and  AID. 

The  State  Department  and  AID  have  not  always  seen  eye-to-eye 
on  the  approach  to  foreign  assistance,  in  particular  during  the  cold 
war  when  we  were  obliged,  for  a  variety  of  reasons,  to  weigh  politi- 
cal considerations  a  lot  more  heavily  than  development  consider- 
ations. 

And  I  think  that  is  the  significance  of  the  Wharton  Report.  That 
is  the  significance  of  our  being  here  today.  We  no  longer  have  a  di- 
chotomy between  our  short-term  goals  and  our  long-term  goals  as 
a  nation. 

And  I  think  the  reason  for  this  convergence  of  views  is  that  we 
now  have  new  strategic  threats  to  our  nation.  And  those  threats 
fall  squarely  in  the  development  field  and  squarely  within  the  mis- 
sion of  AID. 

We  spend  a  lot  of  time  talking  about  the  phrase  "sustainable  de- 
velopment." And  I  think  Dr.  Wharton  has  described  it  exceedingly 
well. 

I  am  not  going  to  add  much  to  it  except  to  say  that  we  are  not 
interested  in  superficial  development.  We  are  not  interested  in  de- 
velopment that  cannot  survive  beyond  a  generation. 

We  are  not  interested  in  an  international  welfare  program  that 
may  make  us  feel  better  but  will  not  help,  in  fact,  the  individuals 
in  societies  that  we  are  seeking  to  help.  And  we  say,  unashamedly, 
that  we  want  a  foreign  aid  program  that  will  serve  American  inter- 
ests. 
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We  look  at  this,  unlike  as  we  did  during  the  cold  war,  in  terms 
of  the  strategic  threats  to  our  nation,  the  new  security  threats  to 
our  nation.  Tne  first  is  in  the  field  of  environment. 

We  need  to  acquire  environmental  security.  And  as  good  a  job  as 
we  have  done  here  in  attempting  to  clean  up  our  own  environment, 
we  recognize  that  this  is  a  transnational  problem. 

We  cannot  get  at  the  global  warming  problem.  We  cannot  get  at 
the  other  variety  of  problems  that  are  created  within  the  environ- 
mental area  unless  we  work  in  the  Third  World  to  help  others  to 
stop  policies  that  are  destroying  their  own  environment  and  creat- 
ing poverty,  creating  environmental  disasters  that  we  have  to  live 
with. 

The  second  area  is  population  and  the  migration  problem.  I  do 
not  need  to  underscore  how  much  of  a  threat  that  is.  We  are  now 
dealing  with  a  ship  of  Chinese  people  off  the  coast  of  Mexico. 

We  had  to  deal  with  them  in  New  York  Harbor  a  few  days  ago. 
These  are  people  that  are  escaping  endemic  poverty  for  the  most 
part.  They  are  also  trying  to  escape  war,  conflict  in  their  own  soci- 
eties, and  who  are  just  looking  for  a  better  life. 

This  is  creating  great  instability  in  the  world.  And  that  is  a  secu- 
rity threat.  In  addition,  of  course,  they  are  overtaxing  the 
ecosystems. 

They  are  overtaxing  -their  own  infrastructure  within  their  own 
countries.  We  must  try  to  do  something  about  population  growth. 
The  other  threat,  of  course,  is  endemic  poverty  itself. 

We  must  try  to  encourage  economic  growth  in  these  countries. 
We  will  benefit  directly  from  helping  Third  World  economies  grow. 
It  is  the  fastest  growing  export  sector  within  the  overall  exports  in 
our  country. 

We  need  to  do  it  to  preserve  and  cause  a  growth  in  American 
jobs.  And  we  need  to  do  it  in  order  to  keep  people  home  so  that 
they  have  worthwhile  employment  and  so  that  they  can  feel  and 
experience  some  of  the  fruits  of  progress. 

We  also  must  understand  that  the  antithesis  of  democracy  is  a 
threat  to  our  country — the  antithesis  of  democracy  being 
authoritarianism,  totalitarianism,  or  anarchy. 

And  we  have  a  goal  in  our  society,  a  goal  that  has  been  ex- 
pressed in  a  bipartisan  way  of  encouraging  the  growth  of  democ- 
racy. 

What  we  are  doing  now  at  AID  is  attempting  to  write  intellectu- 
ally honest  strategy  papers  which  set  very  clear  objectives  in  each 
of  these  four  areas  so  that  we  will  not  have  33  or  34  missions  at 
AID  with  75  important  other  areas.  We  are  going  to  have  four 
major  objectives  and  will  try  to  make  progress  in  each  of  these 
areas. 

If  there  is  an  area  of  work  that  AID  has  undertaken  that  does 
not  relate  to  these  objectives,  then  it  will  be  dropped  as  a  function 
of  our  mission. 

We  believe  that  a  lot  of  the  things  that  AID  has  been  doing  do, 
in  fact,  contribute  to  the  goals  that  we  are  setting  forth,  but  we  are 
going  to  be  very  rigorous  about  this.  And  we  are  going  to  consult 
with  Congress  in  the  process. 

We  are  also  seeking  to  be  more  relevant  to  our  foreign  policy 
needs  by  developing  a  rapid-response  mechanism.  What  I  mean  by 
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that  is  that  AID  has  been  a  very  effective  agency  in  delivering  dis- 
aster relief  and  food  assistance. 

I  was  told  by  Ambassador  Bob  Oakley,  when  he  got  back  from 
Somalia,  that  there  were  two  institutions  that  deserve  great  credit 
for  what  was  accomplished  there. 

One  was  the  U.S.  Marine  Corps  and  the  other  was  the  AID's  Of- 
fice of  Foreign  Disaster  Assistance.  And  I  believe  that  we  do  that 
very  well,  but  we  do  not  have  a  capacity,  and  we  do  not  have  the 
legal  authority  necessary,  to  move  in  quickly  and  restore  and  re- 
construct institutions. 

And  that  is  something  that  we  need  to  do.  We  need,  when  coun- 
tries fall  into  anarchy  and  lose  their  sovereignty,  to  have  the  capac- 
ity to  move  in  quickly  and  help  rebuild  institutions  so  that  these 
societies  can  go  on  on  their  own. 

We  do  not  need  to  keep  military  forces  in  countries  for  years  on 
end  as  we  have  had  to  do  in  the  past.  I  am  delighted  that  the 
President  has  selected  Douglas  Stafford,  who  is  the  Deputy  High 
Commissioner  for  Refugees  at  the  U.N.,  to  come  back  and  run  our 
disaster  relief  operation. 

He  is  a  person  who  has  had  a  long  career  at  AID  and  in  the  U.N. 
system.  And  he  has  been  working  in  Bosnia  and  in  Mozambique 
and  in  Somalia,  and  knows  these  hot  spots  very  well. 

So  we  will  be  relevant  in  terms  of  responding.  We  will  put  the 
infrastructure  in  place  so  that  when  the  State  Department  sees  a 
transition  occurring,  we  can  move  and  move  quickly. 

Now,  with  respect  to  what  we  are  trying  to  do  in-house:  I  do  not 
want  to  overexaggerate  the  problems,  but  I  am  reminded  of  the 
analysis  of  bureaucracy  that  Max  Weber  wrote  several  years  ago. 

We  have  some  of  the  most  clever  and  intelligent  AID  people  that 
I  have  met  in  government.  And  because  of  this,  they  are  able  to 
rationalize  almost  anything.  [Laughter.] 

But  a  very  wise  person  once  told  me  that  one  of  the  things  that 
you  must  do  is  ask  the  question,  "Why?"  at  least  three  times.  And 
perhaps,  by  the  third  time,  you  will  get  the  right  answer. 

I  have  been  trying  to  take  that  advice  at  AID.  We  are  scrubbing 
the  $8.2  billion  pipeline.  And  the  initial  answers  that  I  am  getting 
is  that  everything  in  that  pipeline  is  perfectly  consistent  with  the 
four  goals  that  you  have  expressed. 

And  all  of  the  programs  are  working  superbly  well.  I  am  also  told 
that,  with  great  pride,  we  have  managed  in  the  last  month  to  sign 
contracts  for  some  1,000  new  projects.  And  all  of  them,  of  course, 
are  perfectly  consistent  with  what  it  is  you  want  us  to  be  doing. 

And  it  is,  of  course,  necessary,  as  you  know,  to  get  the  money  out 
prior  to  October  1  so  we  do  not  lose  it.  So  I  am  listening  to  these 
explanations.  And  we  are  digging  into  another  layer  and  trying  to 
find  out  exactly  what  is  behind  it. 

What  I  am  finding  is  that  we  do  not  have  the  systems  available 
at  AID  to  give  the  Administrator  the  ability  to  manage  the  place. 

So  one  of  the  problems  we  are  going  to  have  to  address  is  getting 
some  sort  of  an  innovation  fund  so  that  we  can  create  these  sys- 
tems and  get  at  where  the  money  is,  so  that  we  can  set  the  prior- 
ities. 

We  are  also  in  the  process  of  engaging  our  career  service  in  this 
process  of  change.  When  I  arrived  at  the  State  Department  in  the 
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transition,  I  was  presented  with  something  called  the  State  2000 

Report. 

And  that  was  very,  very  useful,  because  the  career  service  had 
been  intimately  involved  in  the  effort  to  try  to  reorganize  the  De- 
partment. 

That  enabled  me,  along  with  others  on  our  transition  team,  to 
recommend  to  the  new  Secretary  of  State  a  reorganization  plan 
that  we  were  able  to  put  in  place  after  only  2  weeks. 

That  process  has  not  really  happened  at  AID.  We  have  not  en- 
gaged the  career  service  to  that  extent.  And  we  are  trying  to  do 
that  now.  And  we  are  trying  to  do  it  quickly. 

We  have  a  series  of  focus  groups  where  we  are  going  to  each  of 
the  bureaus  and  asking  people,  "What  is  it  that  you  think  this  of- 
fice does  well?  What  does  it  not  do  well?  And  what  are  the  obsta- 
cles to  fulfilling  the  mission  that  we  are  describing?" 

We  created  a  quality  council  that  is,  likewise,  involved  in  a  num- 
ber of  task  forces  in  the  various  efforts  to  try  to  change  the  way 
AID  operates. 

We  are  making  good  progress,  but  we  are  not  there  yet.  I  would 
expect  by  the  end  of  the  summer  we  will  have  a  full  reorganization 
to  vet  with  you,  to  consult  with  you  on,  to  be  sure  that  you  under- 
stand what  we  are  trying  to  achieve. 

What  we  need  at  AID  is  the  concept  that  the  agency  is  working 
together  as  a  team.  And  what  that  means  is  that  you  are  going  to 
have  to  have  policy  control  at  the  center,  guidance  with  respect  to 
these  strategies  and  the  approaches  that  we  are  going  to  take. 

We  need  to  emphasize  the  results  orientation.  And  I  need,  not 
only  to  convince  AID  people  to  accept  the  notion  that  they  are 
going  to  have  their  performance  measured  on  the  basis  of  results, 
but  also  to  convince  Members  of  Congress  that  they  should  be  ask- 
ing us  questions  about  what  we  achieved,  as  opposed  to  how  much 
we  spent. 

And  I  need  to  convince,  of  course,  all  of  those  wonderful,  good 
groups — the  NGO's  and  the  PVO's,  with  whom  we  are  going  to 
work  even  more  in  the  future — that  they  should  be  interested  in  re- 
sults, as  opposed  to  how  much  money  they  are  going  to  receive 
through  this  process.  This  is  a  major  and  very  difficult  job,  but  we 
are  attempting  to  undertake  it. 

The  promems,  of  course,  also  relate  to  our  need  for  legislation. 
We  are  working  with  the  Foreign  Assistance  Act  of  1961. 

It  is  now,  something  like,  300  pages  long.  Much  of  the  legislation 
has  not  even  been  used,  because  it  is  so  outdated.  And  much  of  it, 
of  course,  requires  us  to  be  notifying  Congress  constantly. 

There  are  some  56  reporting  requirements  that  have  us  spending 
an  awful  lot  of  time.  The  congressional  presentation  document  I 
was  told — but  I  am  not  sure  whether  I  believe  this  number,  be- 
cause I  am  not  sure  that  I  believe  any  numbers  that  I  am  getting 
at  this  point  in  time-that  it  cost  $9  million  when  you  looked  at  all 
the  staff  time  that  goes  in  to  preparing  the  congressional  presen- 
tation document. 

It  costs  something  like  $100,000  just  to  print  that  document.  I 
would  like  to  get  together  with  all  of  your  staffs  and  figure  out  how 
we  can  do  this  more  sensibly,  so  that  you  have  an  accountability 
system. 
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Something  very  radical  that  I  had  suggested  the  other  day — I  do 
not  know  whether  or  not  it  violates  the  principle  of  separation  of 
powers — but  we  are  trying  to  put  each  of  our  2,000-some-odd 
projects  into  an  executive  information  system  computer  program,  so 
that  the  project  is  described  in  great  detail,  including  funding,  and 
updated  every  2  weeks. 

I  see  no  reason  why  your  staff  should  not  have  access  to  that 
computer  program  down  here,  so  that  you  can  see  exactly  what  the 
changes  are  as  we  go  along. 

That  might  help  us  get  beyond  this  congressional  notification 
process  to  some  extent,  although  we  certainly  understand  the  needs 
that  you  have  for  oversight. 

I  think  that,  if  we  can  earn  your  trust,  that  we  will  be  able  to 
do  our  job  a  lot  better  and  make  the  taxpayers'  dollars  go  a  lot  fur- 
ther. 

And  I  look  forward  to  continuing  to  work  with  you  in  that  regard, 
Mr.  Chairman. 

Senator  Sarbanes.  Have  you  completed  the  statement? 

Mr.  Atwood.  I  have,  indeed. 

[The  prepared  statement  of  Mr.  Atwood  follows:] 

Prepared  Statement  of  Mr.  Atwood 

Thank  you,  Mr.  Chairman,  for  giving  me  this  opportunity  to  testify  today  on  the 
Report  of  the  Wharton  Task  Force  to  Reform  AID-Related  Assistance  and  on  the 
budget  request  for  the  U.S.  Agency  for  International  Development  for  Fiscal  Year 
1994. 

I  am  pleased  to  appear  here  beside  Dr.  Clifton  R.  Wharton.  Cliff  Wharton  has 
cared  deeply  about  development  for  many  years.  As  a  development  economist  and 
as  a  past  chairman  of  ADJ's  most  prestigious  advisory  committee,  Dr.  Wharton  has 
contributed  much  to  our  nation's  thinking  about  development.  His  "Wharton  Report" 
will  add  significantly  to  that  record. 

But  it  is  his  official  capacity  as  Deputy  Secretary  of  State  that  is  critical  today. 
Dr.  Wharton's  presence  here  today,  and  his  leadership  of  the  Administration's  Task 
Force  on  foreign  aid  reform,  reflect  the  agreement  that  exists  among  the  Adminis- 
tration on  the  role  of  development  in  U.S.  foreign  policy. 

There  is  now  a  convergence  of  views: 

We  share  the  belief  that  in  the  post-Cold  War  environment,  the  U.S.  confronts 
global  development  problems  that  constitute  the  new  strategic  threats:  overpopula- 
tion, environmental  degradation,  endemic  poverty,  mass  migration. 

We  agree  that  these  threats  endanger  our  political  and  economic  interests  and 
those  ofour  allies. 

We  concur  fully  that  as  a  world  power,  the  United  States  is  obligated  to  respond, 
and  that  development  assistance  is  essential  to  meet  these  new  strategic  threats. 

We  agree  that  foreign  assistance  is  critical  to  the  development  of  new  markets. 

We  are  convinced  that  the  emphasis  on  participatory  approaches  to  development 
is  absolutely  indispensable  to  our  success. 

And  we  are  committed  to  the  notion  that  to  accomplish  these  goals,  the  United 
States  must  have  an  independent  development  agency  that  can  advance  American 
leadership  in  the  donor  community. 

Mr.  Chairman,  we  are  prepared  to  act  on  this  consensus,  and  that  is  the  true  sig- 
nificance of  this  Administration's  approach  to  development.  There  no  longer  is  a 
State  Department  view  of  development  and  an  AID  view.  Today  there  is  a  single 
view:  that  development  is  central  to  our  foreign  policy. 

The  Wharton  Report  is  the  first  of  its  kind  to  address  the  role  of  development  in 
the  Post-Cold  War  era.  As  such,  it  resolves  a  longstanding  debate  over  the  relevance 
of  development  assistance  and  it  reconciles  the  dichotomy  between  short-term  policy 
needs  and  long-term  goals.  It  is  the  basis  for  establishing  national  priorities  for 
international  cooperation. 

During  the  Cold  War,  many  charged  that  AID  was  pursuing  a  separate  agenda, 
and  a  not-very-well-understood  one  at  that.  Some  proposed  merging  AID  into  the 
State  Department  to  make  it  more  responsive  to  our  foreign  policy  needs.  Yet  a 
merger  would  not  have  been  wise.  There  are  essential  incompatibilities  of  staff  and 
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function.  The  new  convergence  of  purpose  and  approach  as  reflected  in  the  Wharton 
Report  has  made  merger  a  non-issue. 

This  report  begins  the  process  of  defining  our  national  interest  in  using  develop- 
ment assistance  to  address  critical  policy  issues.  We  know  we  must  engage  the  Con- 
gress and  the  American  people  if  we  are  to  achieve  the  needed  consensus.  This  hear- 
ing is  part  of  that  process. 

The  overall  goal  of  our  foreign  aid  program  must  be  sustainable  development, 
meaning  that  we  seek  durable  solutions  to  the  strategic  threats  that  face  us.  We 
cannot  afford  to  waste  our  leadership  or  our  valuable  resources  on  superficial  or 
temporary  solutions.  If  we  do  not  believe  that  we  can  sustain  our  effort  over  genera- 
tions, then  we  should  change  our  program,  revise  our  projects,  and  try  new  ap- 
proaches. 

ADD  is  now  preparing  strategic  approaches  and  setting  clear  goals  in  four  areas 
essential  to  sustainable  development:  the  environment;  population  and  health;  eco- 
nomic growth;  and  democracy.  I  would  like  to  discuss  briefly  these  four  areas  to 
demonstrate  how  each  is  central  to  our  national  interest.  The  four  objectives  are 
interrelated,  in  that  pursuit  of  one  goal  is  served  by  pursuit  of  the  others.  What  is 
important  is  our  ability  to  analyze  needs  and  to  adopt  an  integrated,  self-reinforcing 
approach  that  deals  successfully  with  the  threats  to  our  interests. 

Environment. — Environmental  degradation  threatens  all  nations,  including  the 
United  States.  We  cannot  escape  the  impact  of  befouled  water,  poisoned  air,  and  ex- 
hausted soil.  Environmental  damage  is  not  confined  by  borders.  Global  warming, 
the  destruction  of  fisheries,  and  ozone  depletion  are  all  transnational  problems 
whose  political  and  economic  ramifications  promise  to  be  severe,  yet  are  just  begin- 
ning to  materialize. 

We  face  the  threat  of  global  endemic  poverty  that  is  driven  increasingly  by  envi- 
ronmental damage.  As  resources  are  exhausted  and  misused,  societies  will  inevi- 
tably rationalize  otherwise  intolerable  labor  and  living  conditions.  This  will  not  sim- 
ply disrupt  the  cohesion  of  society  and  deter  rational  decisionmaking,  it  will  stoke 
conflict,  as  nations  compete  for  dwindling  farmlands,  forests,  water  supplies,  and 
unfouled  living  space. 

Thus,  it  is  in  our  self-interest  that  we  direct  our  attention  to  the  international 
environment.  If  our  concern  is  sustainable  development  and  measurable  results, 
then  aid  that  achieves  growth  that  is  transitory  and  is  inherently  damaging  to  our 
global  ecosystems,  does  not  constitute  foreign  assistance  by  any  meaningful  defini- 
tion. 

We  will  incorporate  an  awareness  of  environmental  effects  into  all  of  our  develop- 
ment programs.  From  the  outset,  projects  must  be  structured  to  consider  how  re- 
sources can  be  used  efficiently,  how  processes  can  be  made  less  wasteful,  and  how 
recycling  can  be  incorporated  into  normal  operations.  Projects  should  not  only  focus 
on  urban  and  industrial  issues;  rural  environmental  concerns,  such  as  sustainable 
agriculture,  groundwater,  and  soil  conservation  must  also  be  addressed.  These 
projects  can  become  models  of  environmental  sensitivity  and  economic  growth  for 
the  society  at  large.  Moreover,  by  involving  local  people  in  the  planning  of  our 
projects,  we  can  promote  environmental  awareness  and  empower  people  to  believe 
that  they  can  make  an  impact  on  the  environmental  health  of  their  nation. 

Population  and  Health. — Unrestrained  population  growth  threatens  us  and  the 
achievement  of  sustainable  development.  Overpopulation  invariably  leads  to  envi- 
ronmental damage,  for  it  drives  people  to  overuse  farmland,  to  strip  the  land  for 
firewood,  and  to  exhaust  water  supplies.  Overpopulation  pushes  the  rural  economy 
to  the  point  of  collapse,  impels  migration,  and  feeds  social  disorder. 

We  are  threatened  by  the  specter  of  ever-larger  numbers  of  impoverished  people, 
overburdening  the  infrastructures  of  their  nations,  desirous  of  education,  housmg, 
and  a  glimmer  of  economic  opportunity,  clamoring  for  entry  into  the  industrialized 
states.  We  face  the  prospect  of  wars  sparked  by  competitions  for  resources,  land, 
and  food.  And  the  issue  is  not  simply  one  of  numbers:  it  is  also  a  question  of  health. 
The  real  dangers  of  new  epidemics  like  AIDS  threaten  the  well-being  of  the  peoples 
of  all  nations,  including  Americans. 

We  face  the  prospect  of  a  world  in  which  a  third  of  the  people  are  perpetually 
sick,  in  which  they  lack  the  energy  to  participate  in  their  own  development,  in 
which  malnutrition  and  endemic  disease  rob  millions  of  their  vitality  ana  faculties, 
in  which  living  conditions  alone  condemn  them  to  lives  of  misery  and  hopelessness. 

Population  policy  must  be  a  priority  issue  in  sustainable  development,  because  the 
failure  to  reduce  growth  to  replacement  levels  guarantees  a  problem  of  even  greater 
dimensions  in  the  future.  Development  cannot  be  sustained  where  populations  grow 
unchecked. 

We  know  that  to  be  effective,  population  policy  does  not  have  to  reach  everyone. 
But  if  a  good  majority  of  the  reproductive  age  population  has  access  to  information 
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about  family  planning  and  a  variety  of  choices  for  family  planning,  if  female  literacy 
and  infant  mortality  are  also  addressed,  then  the  effect  will  be  apparent.  That  effect 
will  be  seen  not  only  in  declining  birth  rates,  but  in  improved  living  conditions  and 
an  increased  sense  of  empowerment  and  hope  that  makes  individuals  feel  that  they 
can  control  their  lives. 

Economic  growth. — The  threat  posed  by  endemic  poverty  and  the  absence  of  eco- 
nomic growth  is  obvious.  We  can  see  it  in  the  economic  migrations  that  are  occur- 
ring at  this  very  moment  in  every  corner  of  the  developing  world,  as  millions  of  peo- 
ple pursue  the  slimmest  hope  of  a  better  life.  We  can  see  it  in  the  decline  of  working 
conditions,  as  desperate  people,  competing  for  jobs,  find  themselves  forced  to  work 
in  dangerous  and  unhealthy  circumstances,  or  worse,  forced  into  indentured  ser- 
vitude, debt  bondage,  and  slavery.  Lake  environmental  degradation  and  overpopula- 
tion, the  failure  of  economic  growth  feeds  conflict,  migration,  and  a  brutal  competi- 
tion for  resources. 

The  threat  posed  by  the  failure  of  economic  growth  is  also  subtle  and  long-term: 
The  United  States  lives  in  a  world  economy,  and  opportunities  to  expand  our  mar- 
kets never  materialize  when  mass  poverty  perpetuates.  Where  economies  do  not  di- 
versify from  cash  crops  or  the  export  of  natural  resources,  middle  classes  do  not 
arise.  Would-be  purchasers  of  our  consumer  goods  and  would-be  importers  of  our 
capital  goods  never  acquire  the  wealth  or  the  attitudes  that  would  have  made  them 
customers  for  American  industry. 

Economic  growth  requires  not  simply  the  enrichment  of  nations,  but  the  economic 
empowerment  of  individuals  and  communities.  Sustainable  development  is  based  on 
the  notion  that  less  developed  countries  can  achieve  and  sustain  economic  growth 
if  they  help  people  create  businesses  with  certain  characteristics:  They  should  not 
require  huge  investments  or  concentrate  financial  resources  in  a  few  facilities  or 
monocultures.  They  should  be  appropriate  to  the  culture,  available  technology,  and 
the  local  environment.  They  should  aim  at  creating  a  multitude  of  incomes,  based 
on  value-adding  enterprise  chains  and  multiple  markets.  They  should  not  be  ham- 
strung by  overregulation. 

Industrialized  nations  can  support  and  encourage  sustainable  development  by  pro- 
viding technical  assistance,  start-up  funds,  markets  where  possible,  and  business 
expertise.  We  are  committed  to  sustainable  growth  because  it  promises  the  greatest 
return.  But  we  should  not  measure  the  end-results  only  by  economic  success;  we 
should  also  consider  the  political  impact.  Sustainable  development  encourages  the 
emergence  of  a  broad  middle  class  and  the  institutions  of  a  civic  society.  These  are 
the  elements  of  a  peaceful  community,  capable  of  resolving  its  own  conflicts  and 
planning  for  the  future. 

Democracy. — Democracy  is  the  antithesis  of  a  threat;  it  is  an  integral  part  of  de- 
velopment. The  threat  we  face  comes  from  the  absence  of  democracy  and  from  the 
proliferation  of  totalitarianism,  authoritarianism,  and  anarchy.  History  has  proven 
that  undemocratic  regimes  are  historically  more  likely  to  go  to  war.  Moreover,  un- 
democratic governments  are  less  likely  to  be  successful  in  addressing  the  needs  in 
the  critical  areas  of  environment,  population  and  health,  and  economic  growth.  In 
short,  undemocratic  governments  are  unlikely  to  produce  sustainable  development. 

Governments  that  are  not  accountable  feel  free  to  pursue  development  schemes 
that  are  environmentally  unsound  or  neglect  the  health  of  their  people.  Govern- 
ments that  are  sustained  by  force  and  fear  feel  free  to  pursue  notions  of  economic 
development  that  benefit  a  selected  few  or  are  justified  more  by  politics  than  eco- 
nomics. Undemocratic  governments  are  inveterately  hostile  to  individual  em- 
powerment, because  their  survival  demands  that  power  be  concentrated  and  not 
shared. 

Democratic  development  is  therefore  essential  to  sustainable  development.  The 
choice  between  growth  and  democracy  is  a  false  one,  because  discourse  in  a  civic 
society  is  a  prerequisite  for  making  economic  choices  that  are  informed  and  sustain- 
able. 

Recent  democratic  revolutions  demonstrated  the  universal  appeal  of  values  we 
share.  This  does  not  necessarily  mean  we  should  apply  the  American  model,  for 
there  are  many  paths  to  democratic  governance.  What  is  critical  is  for  the  U.S.  to 
do  our  part  to  support  and  strengthen  the  fundamentals  of  democratic  governance: 
political,  economic,  and  social  accountability,  decentralization  and  opportunities  for 
popular  participation.  And  clearly,  ensuring  respect  for  basic  human  rights  is  criti- 
cal for  a  democratic  system  to  have  any  meaning. 

As  governments  are  made  accountable,  decision-making  authority  is  brought  clos- 
er and  made  more  open  to  the  people  it  affects,  resources  are  deployed  more  effec- 
tively and  public  expenditures  come  to  reflect  true  community  priorities. 

This  is  critical  not  just  to  democracy  but  to  our  overall  development  efforts.  The 
ultimate  goal  of  sustainable  development — and  a  critical  element  in  the  achievement 
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of  the  strategies  in  the  four  areas — is  to  make  the  recipients  of  assistance  full  par- 
ticipants in  their  own  development. 

The  methodology  is  therefore  clear — we  must  consult  with — and  involve — commu- 
nities, not  just  national  governments.  Like  politics,  all  development  is  local.  If  we 
want  the  best  ideas,  if  we  are  intent  on  not  imposing  our  preconceptions,  then  we 
must  react  to  needs  as  defined  by  those  who  feel  them  most  acutely.  We  are  con- 
vinced that  beneficiaries  of  assistance  should  help  us  decide  which  projects  will  ben- 
efit the  most  people,  create  the  most  incomes,  and  address  the  greatest  number  of 
problems. 

By  working  through  indigenous  NGOs  and  PVOs,  a  national  development  and  co- 
operation agency  like  AID  can  simultaneously  support  economic  and  democratic 
empowerment.  As  the  Task  Force  report  points  out,  AID  will  be  implementing  a 
strategy  that  utilizes  these  groups.  This  is  empowerment  in  its  purest  sense.  It  in- 
volves the  beneficiaries  of  development  in  the  design  and  implementation  of  pro- 
grams that  putatively  exist  only  to  help  them. 

We  believe  the  people  in  the  field  are  the  best  guides  as  to  where  projects  are 
needed,  where  money  can  be  best  invested,  where  the  payoff  will  come  earliest,  and 
where  the  outcome  will  be  most  profound.  U.S.  NGOs  ana  PVOs — through  their  con- 
nections with  local  counterparts — are  clearly  critical  to  our  success. 

In  preparing  these  strategies,  I  would  note  that  we  intend  to  involve  Congress, 
interested  U.S.  NGOs,  PVOs,  and  other  assistance  agencies.  We  want  others  to  par- 
ticipate in  the  process  of  reinventing  AID.  We  believe  that  change  should  be  consen- 
sual, that  it  should  be  developed  in  consultation,  and  that  it  should  not  be  presented 
as  a  fait  accompli.  The  very  process  of  reform  should  add  to  ADD's  credibility. 

I  wish  to  address  a  particular  issue  raised  before  the  Task  Force:  AID's  inability 
to  move  rapidly. 

Our  ability  to  respond  in  time  of  crisis  is  more  crucial  than  ever  before.  In  places 
like  Somalia  and  Liberia,  Angola  and  the  former  Yugoslavia,  development  no  longer 
has  meaning.  The  term  denotes  progress  and  modernization,  but  by  any  meaningful 
standard,  these  nations  are  no  longer  "developing."  In  these  countries,  by  stages, 
conflicts  have  become  impacted,  intractable,  irreconcilable.  They  feed  on  themselves, 
consuming  the  sense  of  nationhood  and  the  institutions  of  national  unity  and  con- 
flict resolution.  At  each  stage,  as  chaos  grows  greater,  the  cost  of  reconstruction  be- 
comes geometrically  larger. 

Such  disorders  ultimately  threaten  our  interests,  our  economy,  and  our  notion  of 
what  a  world  community  should  be.  They  threaten  our  allies  and  their  interests  too, 
and  ultimately  erode  the  capacity  and  willingness  of  donor  nations  to  provide  assist- 
ance. 

We  need  to  be  able  to  answer  urgent  requirements  in  these  societies  that  are  not 
addressed  by  traditional  disaster  relief,  conventionally  managed  development  pro- 
grams, or  international  peacekeeping  operations.  AID  must  become  more  relevant 
to  the  U.S.  policy  agenda  in  urgent,  transitional  situations. 

The  President  has  indicated  that  he  shares  the  belief  that  we  need  to  do  this  and 
has  demonstrated  that  fact  through  his  intention  to  nominate  Douglas  Stafford,  cur- 
rently the  Deputy  UN  High  Commissioner  for  Refugees,  as  an  Assistant  Adminis- 
trator responsible  for  disaster  relief  and  our  new  rapid  response  system.  Mr.  Staf- 
ford has  had  a  distinguished  career  at  the  United  Nations,  and  has  previous  AID 
experience  and  considerable  familiarity  with  the  world's  hotspots. 

From  the  political  point  of  view,  it  is  most  efficient  to  address  crises  early  on,  be- 
fore social  disorder  grows  and  the  logic  of  civil  conflict,  not  conflict  resolution,  be- 
comes overpowering.  From  the  developmental  point  of  view,  it  is  most  efficient  to 
arrest  conflict  and  buttress  institutions  before  the  social  structure  collapses  and 
takes  with  it  the  coherent  pieces  of  an  economy  and  a  civic  society  that  could  grow 
and  modernize. 

A  rapid  response  might  include  the  demobilization  of  soldiers,  the  reinforcement 
and  rebuilding  of  infrastructure,  and  the  rebuilding  of  basic  institutions.  We  need 
to  be  able  to  come  to  the  aid  of  institutions  on  which  these  societies  are  founded. 
We  must  be  able  to  build,  especially  when  a  country  seems  to  be  nearing  collapse. 
We  must  be  able  to  reinforce,  particularly  those  institutions  whose  demise  would  ac- 
celerate disorder. 

AID  is  uniquely  positioned  to  promote  both  the  short-term  and  long-term  interests 
of  U.S.  foreign  policy  in  this  regard.  Short-term,  it  can  promote  stability  and  defuse 
tensions  through  its  in-country  analysis  and  management  capability,  and  through 
developing  a  greater  capacity  to  provide  emergency  relief  and  institutional  support. 
Long-term,  it  can  promote  growth  and  help  build  institutions,  thus  addressing  the 
underlying  causes  of  disorder.  By  using  rapid  response  to  compliment  and  reinforce 
our  development  agenda,  ADD  will  be  seen  as  relevant  to  transitional  situations  that 
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are  fraught  with  both  risk  and  promise  and  as  capable  of  making  a  meaningful  dif- 
ference in  crisis  situations. 

I  want  to  give  you  a  brief  overview  of  the  concrete  steps  that  are  being  taken  to 
change  the  way  we  do  business.  This  has  been  a  wrenching  process,  fraught  with 
difficulty,  and  the  challenge  will  only  increase  as  we  downsize  AID,  redefine  it,  and 
make  its  missions  coherent.  And,  Mr.  Chairman,  we  are  going  to  redefine,  refocus, 
and  downsize  AID.  But  I  want  to  talk  about  the  problems  we  face,  not  to  create  ex- 
cuses but  to  illustrate  the  practical  obstacles  that  we  must — and  will— overcome. 

During  the  Cold  War,  the  United  States  could  justify  ADD  operations  in  more  than 
100  nations  because  we  were  in  a  competition  with  the  Soviet  Union  and  its  allies. 
The  logic  of  market  economies,  democratic  governance,  and  sustainable  economic  de- 
velopment did  not  seem  as  inevitable  as  it  does  today.  Our  commitment  to  provide 
development  assistance  was  often  driven  by  regional  considerations,  military  con- 
cerns, and  political  issues  that  were  remote  from  a  particular  nation  and  its  needs. 

We  have  neither  the  need  nor  the  resources  to  operate  that  way  anymore.  We  will 
need  to  make  tough  decisions  in  order  to  do  only  that  which  we  can  do  effectively — 
and  that  means  cutting  back  on  the  number  of  nations  in  which  we  operate.  We 
inevitably  will  be  accused  of  disengaging  the  United  States  from  a  nation  or  a  re- 
gion. Every  AID  program  and  mission  has  not  only  a  development  but  also  a  politi- 
cal rationale,  ana  these  political  concerns  are  already  rising  to  the  fore  as  word  of 
cutbacks  spreads. 

I  am  quite  certain  that  the  Administration  and  ADD  will  be  lobbied  by  ambas- 
sadors— U.S.  and  foreign — and  heads  of  recipient  governments  in  the  months  ahead. 
They  will  argue,  not  without  Justification,  that  our  development  presence  sends  a 
signal  of  commitment,  of  legitimacy,  of  engagement.  They  will  argue  that  cutbacks 
will  signal  that  an  unconcerned  America  is  disengaging  from  the  world.  We  will 
need  to  convince  people  that  this  is  not  the  case,  and  will  need  the  understanding 
and  support  of  the  Congress  as  well — as  we  make  the  decisions  which  we  think  are 
inevitable. 

Reducing  AID's  objectives  to  four  or  five  will  be  equally  difficult.  ADD  is  charged 
by  Congress  with  many  mandates.  We  are  all  in  agreement  that  focusing  our  objec- 
tives is  desirable  and  necessary,  but  no  one  would  deny  that  it  will  affect  a  number 
of  political  constituencies  and  interests.  We  look  forward  to  working  with  the  Con- 
gress and  the  development  community  to  redefine  ADD's  mandate.  Until  the  redefi- 
nition is  complete,  trying  to  respond  to  our  many  still  existing  mandates  will  con- 
fuse and  complicate  the  process  of  change. 

We  have  stated  that  projects  must  conform  to  the  objective  of  sustainable  develop- 
ment, but  establishing  which  projects  are  sustainable  and  have  merit  is  not  easy. 
Projects,  like  the  nations  in  which  we  operate,  have  their  own  constituencies  withm 
the  agency,  the  diplomatic  community,  and  the  development  community  at  large. 

In  anticipation  of  cutbacks,  we  are  seeing  projects  and  proposals  redefined  as 
being  consistent  with  the  specific  definition  of  sustainable  development  that  we  are 
promulgating.  While  this  is  welcome  in  that  it  encourages  people  to  think  in  terms 
of  sustainable  development  and  forces  changes  that  otherwise  might  not  occur,  it 
also  leads  to  a  tendency  to  rationalize  all  projects  as  fitting  under  the  rubric  of  "sus- 
tainable development.  This  makes  it  more  difficult  to  weed  out  "more  worthy" 
projects  from  "less  worthy"  ones. 

One  of  AID's  particular  weaknesses,  for  all  its  voluminous  project  directives,  is 
the  lack  of  standards  by  which  to  judge  results.  We  have  not  had  the  systems  in 
place  to  establish  standards,  to  collect  information,  to  make  comparative  judgments. 
We  are  changing  that,  but  our  institutional  shortcomings  also  make  change  a 
wrenching  process. 

Finally,  change  has  been  delayed  by  the  need  to  engage  our  career  service.  At  the 
Department  of  State,  the  career  service  had  already  completed  a  guide  to  new  di- 
mensions in  foreign  policy,  the  State  2000  Report.  They  assembled  a  coherent  set 
of  recommendations,  located  the  changes  that  had  to  be  made,  and  we  were  able 
to  put  our  own  version  of  the  State  2000  Report  into  effect  within  2  weeks  of  Presi- 
dent Clinton's  inauguration. 

This  did  not  occur  at  AID.  While  ad  hoc  groups  had  formed  on  particular  issues, 
the  career  service  had  not  been  engaged  in  what  was  known  to  be  an  ineluctable 
and  sweeping  reorganization.  AID  was  subjected  to  other  sweeping  reorganizations 
in  the  past,  and  this  made  it  practically  and  psychologically  difficult  to  engage  the 
career  service.  We  have  had  to  find  mechanisms  to  engage  our  employees,  especially 
those  with  the  greatest  experience.  This  too  has  complicated  the  process  of  change. 

Despite  all  this,  I  do  believe  we  can  succeed  in  reinventing  and  reinvigorating 
ADD.  We  have  initiated  a  top-to-bottom  review  of  the  organization  and  used  this  to 
involve  our  career  service.  We  have  formed  a  Quality  Council  of  AID  employees  to 
communicate  with  every  office  and  we  have  met  with  focus  groups  of  employees 
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from  every  part  of  the  organization.  We  have  asked  three  questions:  What  does  AID 
do  well?  What  does  AID  not  do  well?  What  are  the  impediments  to  your  doing  a 

better  job? 

Simultaneously,  we  are  looking  at  every  major  processing  system  that  supports 
the  agency:  Personnel,  Budget,  Finance,  Administration,  Procurement.  We  are  ques- 
tioning why  things  are  as  they  are,  and  we  are  endeavoring  to  eliminate  duplication 
and  waste. 

We  are  doing  an  in-house  "scrub"  of  procurement  requests.  We  are  looking  at 
what  contracts  can  be  discontinued  or  terminated.  We  are  also  looking  at  contracts 
relating  to  the  larger  AID  assistance  pipeline.  We  are  examining  commitments 
made  for  Fiscal  Year  1994  and  beyond  and  testing  their  usefulness  and  necessity. 
This  is  not  easy — the  systems  do  not  exist  to  facilitate  comprehensive  management 
from  the  top. 

We  are  developing  and  will  articulate  a  set  of  policv  directives.  These  policy  direc- 
tives will  be  our  guideline  to  operations  in  the  field.  We  are  also  developing  perform- 
ance measurement  systems.  These  will  run  from  policy  to  procurement  to  implemen- 
tation in  the  field.  Policy  directives  will  be  linked  to  performance  measurements,  so 
that  we  can  assess  what  we  can  accomplish  and  show  what  we  are  accomplishing. 

This  will  also  affect  evaluations  about  personnel.  ALD's  human  capital  remains  its 
best  asset,  but  it  also  presents  a  dilemma,  since  a  smaller,  more  focused  agency  will 
demand  new  skills  and  different  attitudes.  We  want  to  free  human  resources  and 
utilize  people  where  they  are  most  skilled.  This  may  require  training  and  retraining. 
We  are  changing  our  system  of  evaluating  performance,  so  that  people  will  be  re- 
warded for  achieving  results,  and  not  just  for  creating  complex  programs  and  get- 
ting every  appropriation  dollar  spent.  We  want  to  encourage  people  to  take  risks 
ana  to  learn  from  failure  without  fear.  We  especially  want  to  advance  those  who 
find  the  best  ways  to  empower  and  involve  the  people  who  are  the  targets  of  our 
development  efforts. 

I  have  already  told  AID  employees  that  we  are  going  to  have  to  get  smaller  before 
we  can  grow.  We  have  to  downsize  the  number  of  countries  in  which  we  operate 
and  the  number  of  people  who  work  for  the  agency.  We  are  being  forced  to  do  this 
by  budget  cuts  and  our  redirected  development  objectives.  We  will  try  to  do  it  in 
a  way  that  doesn't  hurt  the  effectiveness  of  the  organization  or  the  morale  of  those 
whom  we  ask  to  do  more. 

I  noted  our  efforts  to  involve  NGOs,  PVOs  and  other  assistance  agencies  in  the 
creation  of  development  strategies.  I  am  intent  upon  improving  relations  between 
AID  and  the  PVOs,  NGOs,  and  other  agencies  with  which  we  work.  The  time  had 
passed  when  AID  would  make  contractors  or  grantees  jump  through  hoops  in  order 
to  meet  conditions  that  had  nothing  to  do  with  development  or  accountability.  The 
challenge  of  development  is  too  great  for  bureaucratic  obstacles  and  gamesmanship. 

We  will  clearly  need  to  turn  more  to  U.S.  PVOs  and  NGOs  to  help  in  our  work. 
This  is  the  most  cost-effective  and  empowering  way  to  channel  assistance,  for  it  in- 
volves greater  numbers  of  everyday  American  citizens  in  the  work  of  development. 
American  NGOs  and  PVOs  are  the  logical  partners  to  work  with — and  serve  as  mod- 
els for— the  indigenous  NGOs  and  PVOs  we  are  trying  to  support.  We  need  to  make 
AID  more  "user-friendly"  so  that  our  development  partners  can  concentrate  on  de- 
velopment results,  not  on  irrelevant  and  burdensome  regulations. 

This  is  true  for  AID  employees  as  well.  To  this  end,  ATD's  37  project  handbooks 
are  being  rewritten.  Project  requirements  and  imperatives  now  occupy  thousands  of 
pages,  totalling  something  like  4  feet  in  height.  The  result  is  an  inability  to  under- 
stand how  to  operate  and  what  rules  to  obey.  We  will  try  to  clarify  that,  and  we 
will  place  a  new  emphasis  on  results.  Projects  will  have  to  be  congruent  with  objec- 
tives of  each  mission. 

We  will  eventually  need  the  assistance  of  the  Congress  in  this.  The  mandates  of 
our  agency  are  diverse  and  sometimes  conflicting.  Earmarks  and  stringent  notifica- 
tion requirements,  with  their  concomitant  emphasis  on  measuring  the  dollars  that 
are  allocated  and  spent,  are  an  outgrowth  of  legitimate  concerns  about  AID's  oper- 
ations, substantive  differences  about  America's  development  agenda,  and  our  past 
inability  to  measure  results.  The  focus  on  spending  via  earmarks  and  notifications 
is  a  compensatory  device  that  does  not  address  development  goals  and  achieve- 
ments. For  all  its  positive  and  democratic  qualities,  Congress  cannot  manage  AID. 
This  is  something  we  will  have  to  prove  we  can  do. 

We  need  to  agree  upon  a  better  way  to  deal  with  each  other  to  ensure  that  AID's 
mandate  for  sustainable  development  is  pursued.  AID  wants  its  relationship  with 
Congress  to  focus  on  achievements.  Forcing  ADD  to  spend  money  is  not  the  best  way 
to  achieve  development  goals;  setting  ambitious  goals  and  allowing  an  integrated, 
self-reinforcing  approach  is. 
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We  will  implement  reform  in  increments  that  can  be  absorbed.  We  will  commu- 
nicate within  the  organization  and  outside  as  well.  We  will  try  to  communicate 
change  in  everything  we  do  and  maintain  the  pace  of  that  change.  I  believe  that 
the  receptiveness  to  continued  change  is  highest  when  change  is  already  occurring. 

Ultimately,  the  reform  of  AID  is  a  test  of  our  own  credibility.  The  process  must 
be  rational  and  focused  on  results.  The  world  needs  this  and  more,  and  the  Amer- 
ican people  are  entitled  to  nothing  less. 

Mr.  Chairman,  I  wish  to  conclude  with  a  word  about  the  Fiscal  Year  1994  budget 
request.  This  is  a  transitional  budget,  submitted  in  anticipation  of  major  structural 
changes  and  statutory  redefinition.  It  is  designed  to  enable  ADD  to  do  more  in  each 
of  the  four  areas  of  strategic  development:  economic  growth,  democracy-building, 
population  and  health,  and  environment. 

I  strongly  support  the  request  for  the  Development  Fund  for  Africa,  and  the  re- 
quests for  Asia  and  Latin  America.  The  need  in  those  areas  is  enormous,  as  is  the 
opportunity,  and  I  believe  that  the  requested  amounts  will  allow  us  to  promote  the 
four  objectives  of  sustainable  development  in  those  regions.  I  also  strongly  support 
the  amounts  requested  for  the  Newly  Independent  States  of  the  former  Soviet  Union 
and  Eastern  Europe.  I  have  just  returned  from  the  NIS,  and  I  wish  to  share  some 
insights  about  AID's  operations  there. 

I  am  convinced  that  our  foreign  assistance  to  the  NIS  is  having  a  measurable  ef- 
fect. Given  the  trillions  of  dollars  that  were  spent  defending  democracy  during  the 
Cold  War,  the  budget  request  for  assistance  to  the  NIS  and  Eastern  Europe  is  a 
remarkably  good  investment. 

In  two  referenda  questions  this  spring,  the  Russian  people  endorsed  Boris  Yeltsin 
and  his  economic  program,  and  the  reformers  have  been  in  the  driver's  seat  ever 
since.  Small  businesses  are  being  privatized  by  the  thousands.  Apartment  complexes 
are  being  auctioned  to  their  tenants.  There  are  plans  to  break  up  collective  farms. 
Much  of  this  is  occurring  because  technical  and  financial  support  from  the  Western 
democracies  is  flowing  at  precisely  the  moment  when  reform  is  taking  off. 

ADD  has  established  a  lean  and  effective  presence  in  the  NIS,  and  these  too  few 
individuals  are  coordinating  the  activities  01  and  working  with  more  than  600  rep- 
resentatives of  NGOs  and  PVOs.  I  believe  our  NIS  presence  will  serve  as  a  model 
for  future  AID  operations. 

I  was  gratified  by  the  spirit  of  historic  opportunity  that  animates  the  AID  workers 
and  the  PVO  and  NGO  representatives  whom  we  met.  I  was  reminded  of  the  people 
who  helped  guide  the  Marshall  Plan.  This  historic  endeavor  was  the  highlight  of 
their  lives.  They  came  away  from  the  experience  utterly  changed.  And  so  will  this 
group. 

I  was  also  pleased  by  the  sheer  number  of  indigenous  PVOs  and  NGOs  that  have 
emerged  throughout  the  region.  These  are  the  pillars  of  a  civic  society,  which  pro- 
vide the  best  evidence — and  perhaps  the  best  guarantee — that  the  process  is  irre- 
versible. 

The  Fiscal  Year  1994  request  will  enable  us  to  carry  out  these  missions  and  focus 
our  endeavors  throughout  the  world:  It  will  help  us  promote  development  that  is 
truly  sustainable  and  in  the  best  interests  of  the  United  States. 


Table  1. — Agency  for  International  Development  Fiscal 
Budget  Authority  Requests  and  Fiscal  Year  1994 
to  Fiscal  Year  1993  Appropriations 

[in  thousands  of  dollars] 


Year   1994  Authorization   and 
Proposed    Program    Compared 


Fiscal  year 
1993  appro- 
priation 


Fiscal  year  1994 


Foreign  assist- 
ance author- 
ization request 


Budget  au- 
thority request 


Reimburse- 
ments and 
carryover 


Proposed  AID 
program 


Development  Programs'  1,037,480 

Population 350,000 

Development  Fund  for  Africa  800,000 

International  Disaster  Assistance  48,965 

African  Disaster  Assistance  100,000 

American  Schools  and  Hospitals  Abroad 30,000 

Housing  Guaranty  Liquidating  Account  * [37,743] 

Housing  Guaranties  Limitation  [150,000] 

Housing  Guaranty  Subsidy 16,407 

Housing  Guaranty  Administration  8,407 

Private  Sector  Investment  Program  (PSIP)  [76,319] 


1,321,480         1,321,480 


800,000 
148,965 


IM/A 

N/A 

16,407 

8,407 


800,000 
148,985 


N/A 

[110,000] 

16,407 

8,407 


1,321,480 

—  800,000 

—  148,965 


47,700 

[110,000] 

16,407 

8,407 
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Table  1.— Agency  for  International  Development  Fiscal  Year  1994  Authorization  and 
Budget  Authority  Requests  and  Fiscal  Year  1994  Proposed  Program  Compared 
to  Fiscal  Year  1993  Appropriations — Continued 

[in  thousands  of  dollars] 

Fiscal  year  1994 
Fiscal  year        ^ — ^ — — ~—~~— ^^^~- 

l95sr  F3.r-   •*--     Et»    p-s-* 

iation  request     ,**rt>"*l''w»         carryover  p,B«'," 

Private  Sector  Direct  Loan  Limitation [5,000]  —  —  —  — 

Private  Sector  Investment  Subsidy  4,057  —  —  —  — 

PSIP  Administrative  Expenses 1,347  —  —  —  — 

Subtotal,  DA  Program  Funds  2,396,663  2,295,259  2,295,259  2,342,959 

Operating  Expenses  512,000  512,000  512,000  8,950           520,950 

Operating  Expenses— Inspector  General  39,316  39,916  39,916  39,916 

Foreign    Service    Retirement    and    Disability 

Fundi 42,677  N/A  44.151  44,151 

Total,  AID  Development  Assistanci  ....        2,990,656         2,847,175         2,891,326  8.950         2.S47.97S 

Economic  Support  Fund 2,670,000        2,582,000        2,582,000  2,582,000 

Ireland  19.704  —  —  —  — 

Total,  Economic  Support  Fund 2,689,704        2.582,000        2,582,000  —        2,582,000 

Special  Assistance  Initiatives  440,000  448,951  448,951  448,951 

Humanitarian  Aid  to  New  Independent  Repub- 
lics (former  Soviet  Union) 417,000  703,820  703,820  —  703,820 

Total,  AID  Economic  Assistance  8.537.360         8.581.946         8.828.097 8.950         6.662.747 

>  In  fiscal  year  1994,  Development  Programs  includes  activities  funded  under  Population  in  fiscal  year  1993. 

J  The  Housing  Guaranty  Liquidating  Account  and  the  Foreign  Service  Retirement  and  Disability  Fund  are  mandatory  accounts.  The  Housing 
liquidating  account  for  fiscal  year  1993  is  bracketed  since  level  required  at  time  of  enacted  appropriations  bill  was  unknown 

Senator  Sarbanes.  I  think  we  better  take  a  recess,  because  there 
is  a  vote  on.  Then  we  will  return  and  begin  with  the  questions. 

[A  brief  recess  was  taken.] 

Senator  Sarbanes.  Gentlemen,  thank  you  very  much  for  your 
testimony. 

Now,  I  hope  we  can  really  explore  in  some  depth  some  of  these 
issues.  I  am  going  to  start. 

We  will  take  10-minute  rounds.  I  invite  my  colleagues  to  inter- 
cede at  any  point  in  order  to  help  develop  a  point  that  we  may  be 
discussing  because  it  is  important  to  try  to  explore  this  rather  care- 
fully. 

First  of  all,  let  me  put  this  question  to  Dr.  Wharton:  To  what  ex- 
tent is  your  reexamination  of  goals  and  objectives  an  exercise  in 
grouping  and  categorizing  rather  than  an  elimination  or  a  dropping 
altogether  of  particular  goals  and  objectives? 

In  other  words,  the  complaint  is:  There  are  too  many  goals  and 
objectives  in  the  current  law,  and  we  are  going  to  simplify  this.  I 
can  understand  simplification  and  categorization.  That  is  now  you 
learn  things.  That  is  what  you  do  when  you  try  to  assemble  huge 
masses  of  fact  and  get  it  into  a  framework  that  you  can  grasp. 

But  let  me  give  you  an  example.  Secretary  Wharton,  in  your 
statement,  on  pages  15  and  16,  you  say,  "Promoting  sustainable 
economic  growth  and  development."  That  is  one  of  your  four  goals. 
But  then  as  you  describe  promoting  sustainable  economic  growth 
and  development,  you  say,  "Sustainable  development  targets  the 
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elimination  of  hunger,  1,  poverty,  2,  illness,  3,  ignorance,  4,  while 
protecting  the  environment,  5.  It  involves  enhancing  human  cap- 
ital, 6,  by  expanding  educational  opportunities  to  all  segments  of 
society,  7,  reducing  the  rate  of  population  growth,  8,  extending  im- 
provements in  health  and  nutrition,  9  and:  10,  and  expanding  the 
capabilities  of  women,  11." 

Now,  I  do  not  have  the  existing  statute  in  front  of  me,  but  I  dare- 
say if  I  went  and  looked  at  it  that  these  11  items  that  I  have  listed, 
or  at  least  most  of  them,  would  appear  in  existing  law  as  separate 
goals  and  objectives  which  went  into  your  33-point  account  that 
you  gave  us. 

So  my  question  is:  Maybe  you  could  make  it  most  clear  if  you 
told  us  which  goals  and  objectives  you  are  throwing  out,  rather 
than  embracing  within  a  broader  category. 

Mr.  Wharton.  Well,  Mr.  Chairman,  that  is  a  very  good  question. 
And  let  me  see  if  I  can  give  it  a  little  more  substance  for  your  pur- 
poses. 

First  and  foremost,  those  components  and  elements  have  been 
placed  within  the  broader  context  and  definition  of  sustainable  de- 
velopment so  that,  rather  than  being  discreet  activities  to  be  en- 
gaged in  separately,  it  is  recognized  that  they  all  represent  major 
components  of  sustainable  development  and  achieving  sustainable 
development. 

Second,  in  approaching  these  components  as  part  of  sustainable 
development,  one  of  the  great  advantages  in  the  approach  that  we 
are  recommending  is  that  it  recognizes  the  fact  that  different  coun- 
tries may  have  different  requirements  with  regard  to  each  of  those 
components. 

Not  every  country — although  I  can  think  of  a  couple — has  defi- 
ciencies in  every  single  one  of  those  components.  And  when  you 
look  at  the  specific  nation  that  is  involved,  some  may  have  greater 
emphasis  on  population. 

Some  may  have  greater  emphasis  on  disease  and  health.  But 
those  components  may  require  different  levels  of  emphasis  depend- 
ing upon  the  particular  status  and  needs  of  that  individual  country. 

And  as  the  AID  would  approach  these  from  an  individual  coun- 
try's standpoint  in  terms  of  the  needs  of  that  country,  those  compo- 
nents would  be  looked  at  as  ways  in  which  to  achieve  sustainable 
development  depending  upon  the  way  in  which  those  countries' 
needs  are  expressed. 

Third,  in  order  to  address  these,  multiple  donors  in  addition  to 
AID  in  a  particular  country  may  also  elect  to  be  involved  in  provid- 
ing assistance  in  those  specific  areas.  So  this  is  where  coordination 
at  the  particular  level  occurs. 

So  what  you  have  in  this  approach  is  to  say,  "We  want  to  have, 
as  our  primary  objective,  the  achievement  of  sustainable  develop- 
ment, recognizing  that  these  are  the  important  constituent  parts. 
But  we  will  not  approach  those  separately  as  though  they  are  inde- 
pendent of  the  desire  and  goal  of  having  achieved  sustainable  de- 
velopment." 

Now,  that  is  the  framework  in  which  they  are  being  formulated 
and  the  way  in  which  the  task  force  envisions  their  being  ap- 
proached. 
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But  I  am  sure  Brian  has,  also,  some  additional  comments  he  may 
want  to  make  on  this. 

Senator  Sarbanes.  Well,  let  me  just  make  this  point  because 
maybe  it  will  help  to  clarify.  Let  us  assume  we  lay  out  the  33  goals, 
each  written  on  a  little  piece  of  paper,  and  we  put  them  out  on  a 
table. 

Now,  what  I  want  to  get  at  is:  Are  you  taking  those  goals  and 
grouping  them  with,  say,  a  certain  group  under  sustainable  devel- 
opment, another  one  under  building  democratic  participation  and 
development,  and  so  forth?  Are  there  certain  of  those  goals  that 
you  are  just  taking  off  of  the  table  altogether?  And  if  so,  which 
ones? 

Mr.  Wharton.  Right.  There  clearly  will  be  some  that  will — on 
the  33,  that  are  likely  to  either  be  reduced  in  the  level  of  signifi- 
cance and  attention  or  eliminated. 

Senator  Sarbanes.  Could  you  give  me  an  example? 

Mr.  Wharton.  And  one  of  the  problems  that  I  am  going  to  have 
in  responding  to  that  aspect  of  it  is  that  the  choice  of  which  major 
areas  would  be,  in  fact,  reduced  or  eliminated  relates  in  large 
measure  to  the  non-AID  set  of  activities  that  are  in  the  interagency 
process. 

So  some  of  the  things  which  our  task  force  worked  on  in  prepar- 
ing the  draft  report  was  to  look  at  what  activities  they  are  cur- 
rently engaging  in  which  might  very  well  be  better  done  by  other 
agencies  in  the  Government. 

But  those  very  much  were  part  of  the  consideration  of  how  we 
were  approaching  the  way  of  focusing  on  the  5-part,  or  the  4-part 
categorization. 

But  I  would  have  to  tell  you  that  if  you  were  to  string  out  those 
33,  and  then  say,  "OK  Let  us  regroup  them,"  it  would  not  nec- 
essarily look  exactly  the  same,  because  those  would  not  look  the 
same  country  by  country.  They  would  look  different,  country  by 
country,  in  the  way  in  which  I  am  describing  it. 

Mr.  Atwood.  Could  I  iust 

Senator  Sarbanes.  Of  course,  they  are  different  country  by  coun- 
try now.  Not  all  of  the  programs  work  to  the  same  degree  in  each 
country. 

Mr.  Wharton.  Right.  But  they  all  do  not  approach  it  from  the 
standpoint  of  achieving  sustainable  development,  see. 

Mr.  Atwood.  Let  me  just  say,  Mr.  Chairman,  it  goes  without 
saying  that  all  of  the  33  goals  are  worthy  goals;  otherwise,  they 
would  not  have  gotten  the  majority  of  the  Congress  to  support  the 
goals.  The  problem  with  the 

Senator  Sarbanes.  You  are  very  generous  in  your  assumption. 
[Laughter.] 

I  do  not  necessarily  make  that  assumption. 

Mr.  Atwood.  Well 

Senator  Sarbanes.  And  I  am  prepared  to  look  to  see  whether 
some  of  them  ought  to  be  eliminated,  but  I  am  trying  to  find  out 
now 

Mr.  Wharton.  Which  ones. 

Senator  Sarbanes.  I  want  some  examples  of  what  you  would 
eliminate  to  help  give  some  definition  to  this  discussion. 
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Mr.  Atwood.  Let  me  just  try  to  describe  the  problems  slightly 
differently.  The  33  goals — we  do  not  have  to  argue  whether  they 
are  all  worthy  or  not,  but  let  us  assume  they  are  for  the  moment — 
have  the  problem  that  each  of  them  carries  with  it  a  budget.  That 
is  what  we  talk  about  when  we  talk  about  earmarks. 

We  are  told  in  child  survival  that  we  are  supposed  to  be  spending 
$275  million  on  specific  child  survival  activities,  if  you  were  to  look 
at  a  country's  needs  as  our  mission  in  Burundi  did. 

When  I  first  arrived  in  this  job,  I  asked  for  the  missions  to  give 
me  an  analysis  of  what  they  think  needed  to  be  changed.  We 
looked,  for  example,  at  Burundi,  and  looked  at  what  the  other  do- 
nors were  doing. 

And  we  looked  at  what  the  needs  were  in  terms  of  how  they 
could  make  real  progress,  primarily  in  economic  development,  but 
we  are  asking,  of  course,  that  they  focus  on  these  four  major  objec- 
tives. 

And  our  Burundi  mission  said,  "We  can  only  do  60  percent  of 
what  is  needed,  because  this  is  what  we  have  been  mandated  to  do 
by  the  Congress,  taking  these  particular  goals  that  are  in  what  we 
call  the  stovepipes." 

This  is  the  stovepipe  approach  to  development.  We  cannot  con- 
tinue to  do  that.  We  have  to  take  an  integrated  approach  to  devel- 
opment. And  what  we  are  trying  to  focus  on  here  is  as  typical 
Americans,  a  process. 

We  are  saying,  "These  are  the  four  major  objectives.  If  you  can- 
not make  the  case  in  any  given  country  that  a  particular  area  of 
development  needs  funding  in  terms  of  reaching  that  objective  in 
that  country,  then  it  is  dropped  out.  It  is  a  constant  test." 

Senator  Sarbanes.  Is  it  your  view  that  a  $275  million  appropria- 
tion for  child  survival  requires  you  to  expend  it  in  a  pro  rata  way 
in  each  country? 

Mr.  Atwood.  No.  I  am  saying  that  that 

Senator  Sarbanes.  Why  ao  you  have  Burundi? 

Mr.  Atwood  [continuing].  Is  money  that  is  available  on  a  fiscal 
year  basis,  and  that  it  has  to  be  spent  before  the  end  of  the  fiscal 
year;  otherwise,  we  are  not  fulfilling  the  mandate  of  the  Congress. 

Senator  Sarbanes.  So  are  you  telling  me  that  the  needs  for  child 
survival  were  not  worldwide,  were  not  sufficient  to  use  the  $275 
million? 

Mr.  Atwood.  Oh,  I  am  sure  that  they  are  more  than  sufficient. 
And  the  question  here  is,  once  again,  one  of  coordination  with  other 
donors.  What  are  they  doing?  Do  we  need  to  do  that  in  every  coun- 
try? 

Senator  Sarbanes.  Yes.  But  I  do  not  understand  the  Burundi  ex- 
ample in  light  of  the  two  answers  that  you  have  just  given  me. 

Mr.  Atwood.  They  did  an  analysis  based  on  what  the  needs  were 
in  Burundi.  I  am  sure  that  child  survival  was  part  of  what  they 
thought  was  needed  in  Burundi,  but  they  could  not  address  other 
needs,  because  those  funds  were  not  available  because  of  the  stove- 
pipe approach  to  this  issue. 

Senator  Sarbanes.  Let  me  discuss  the  earmarks,  because  I  want 
to  explore  that  with  you.  We  have  to  work  through  this  question 
very  carefully.  And  I  have  been  thinking  hard  about  this  earmark 
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problem.  I  am  beginning  to  come  to  the  conclusion  that  it  is  pro- 
ceeding from — a  faulty  premise. 

Somehow  this  foreign  aid  budget  is  seen  differently  than  most 
other  budgets  that  we  do  around  here.  Most  budgets  that  we  do 
around  here  are  built  from  the  ground  up.  In  other  words,  you  have 
program  A,  you  make  an  evaluation  that  you  want  it,  and  you  give 
a  certain  amount  of  money.  You  have  program  B,  program  C,  and 
you  add  that  all  up,  and  that  becomes  a  total. 

Somehow,  you  have  gotten  in  the  position  where  you  get  a  big 
figure  for  a  big  category.  Then  you  get  earmarks  within  that  cat- 
egory. And  then  everyone  says,  "We  do  not  want  those  earmarks. 
We  want  the  big  categorical  figure.  And  we  want  to  be  free  to  do 
with  it  as  we  want." 

Now,  most  budgets  around  here,  for  domestic  departments  and 
the  military,  are  not  done  that  way.  Maybe  what  we  ought  to  do 
to  get  this  very  clear  is  just  scrap  tnese  big  categorical  figures  and 
start  building  the  budget. 

That  may  even  come  down  to  country -by-country  budgets.  The 
fact  of  the  matter  is  that  the  congressional  judgment  on  whether 
to  provide  you  money  and  make  an  appropriation  is  related  rather 
closely  in  many  instances  to  the  very  specific  use  that  is  going  to 
be  made  of  the  money. 

Now,  in  the  African  Development  Fund,  we  were  able  to  get 
away  from  that,  because  we  said,  "All  right.  We  will  make  a  judg- 
ment that  we  want  to  give  you  a  broader  figure  for  a  regional  pur- 
pose. And  therefore,  instead  of  doing  it  country  by  country  in  Afri- 
ca, we  are  going  to  give  you  this  figure  for  African  development. 
And  you  are  going  to  have  a  certain  amount  of  leeway  and  discre- 
tion as  to  how  you  use  it  amongst  the  different  African  countries." 

And  that  worked.  It  commanded  support  here.  And  it  has  been, 
generally,  a  position  that  I  think  has  been  well  received.  But  it 
does  not  always  work  that  way  everywhere  else,  quite  obviously. 

Maybe  we  ought  to  scrap  that  word  "earmark,"  and  call  them 
specific  proposals  to  which  the  Congress  may  give  money  or  may 
not  give  money. 

There  are  many  things  in  this  foreign  aid  budget  for  which,  if 
you  were  not  using  it  for  a  particular  purpose,  you  would  not  get 
the  money.  It  is  not  as  though  the  big  categorical  figure  represents 
a  congressional  commitment  to  give  you  that  sum  of  money.  It  is 
only  a  commitment  in  the  context  of  how  that  money  is  going  to 
be  used. 

And  we  constantly  wrestle  with  that  problem.  I  am  beginning  to 
perceive  that  the  reason  it  is  called  an  earmark  is  because  there 
is  some  assumption  that  there  is  this  big  figure  that  we  put  at  the 
top  of  a  column,  which  is  going  to  be  used  in  different  ways  within 
the  column,  and  those  are  called  earmarks. 

But  if  we  knock  the  big  figure  out  of  the  top  of  the  column  and 
just  said,  "All  right.  So  much  money  for  A,  so  much  for  B,  so  much 
for  C,  so  much  for  D,"  and  then  at  the  bottom  you  added  them  all 
up,  and  that  was  the  amount  of  money  you  got  in  that  particular 
program  area,  then  those  would  not  be  earmarks  any  longer. 

Now,  you  may  then  complain  that  the  distinctions  are  too  fine 
and  that  we  ought  to  start  grouping  as  we  did  in  the  African  Devel- 
opment Fund.  But  if  you  look  at  most  of  the  budgets  of  other  de- 
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partments,  that  is  the  way  it  happens.  They  do  not  somehow  get 
some  big  figure.  The  logical  extension  of  your  position  is  that  you 
get  a  huge  lump  sum.  You  would  have  certain  goals,  and  then  you 
would  go  off  to  meet  those  goals,  but  no  other  budget  is  done  that 
way.  And  I  do  not  expect  this  one  would  be  done  that  way. 

Mr.  Wharton.  Well,  Mr.  Chairman,  there  is  another  extension 
of  the  approach  that  you  are  suggesting,  which  can  be  done.  And 
I  am  not  saying  that  I  want  to  propose  it  for  Mr.  Atwood  since  it — 
it  is  his  agency. 

But  that  is  to  have  a  bottom-up  building,  country  by  country,  of 
the  needs  of  that  country  within  those  specific  broad-program  cat- 
egories, if  they  may  very  well  expect — to  the  needs  of  that  particu- 
lar area. 

Right  now,  you  do  have  an  existing  planning  process,  as  I  recall, 
which  does,  in  fact,  assess  the  needs  of  the  country.  It  is  possible 
to  build  up  a  budget  request  by  these  broad  areas,  based  on  a  coun- 
try-by-country assessment. 

Senator  Sarbanes.  Well,  of  course,  the  administration,  when  it 
serves  their  purpose,  uses  the  very  approach  that  I  am  talking 
about. 

You  are  now  trying  to  get  $2.5  billion  specifically  for  Russia  and 
for  different  aspects  of  the  Russian  Assistance  Program.  The  argu- 
ment that  is  being  made  for  it  is  not  that  you  should  get  $2.5  bil- 
lion general  money  in  some  category,  which  you  then  are  going  to 
use,  but  specifically  to  deliver  on  the  U.S.  role  and  the  multilateral 
role  of  trying  to  provide  assistance  to  Yeltsin  and  the  trans- 
formation in  Russia. 

Senator  Helms.  Well,  Senator,  do  you  mind  putting  a  peg  down 
and  discussing  this  later,  because  of  the  delay.  I  have  some 
people 

Senator  Sarbanes.  Yes. 

Senator  Helms  [continuing].  Waiting  for  me. 

Senator  Sarbanes.  Yes.  Certainly.  And  I  have  gone  on  and  on, 
on  the  time.  And  I  will  be  here,  and  I  can  come  back  in  the  next 
round  on  this  issue. 

Senator  Helms.  I  think  so,  too.  You  are  very  gracious. 

Senator  Sarbanes.  OK. 

Senator  Helms.  Thank  you,  sir. 

Senator  Sarbanes.  Certainly. 

Senator  Kassebaum.  And  I  will  yield  to  Senator  Helms. 

Senator  Helms.  No. 

Senator  Kassebaum.  No.  Please,  because- 


Senator  Helms.  No.  You  go  ahead,  because  you  have 

Senator  Kassebaum.  I  am  going  to  be  here  all  afternoon. 

Senator  Helms.  All  afternoon? 

Senator  Kassebaum.  Well,  I  hope  not  all  afternoon.  [Laughter.] 

Senator  Helms.  Well,  I  thank  both  of  my  colleagues. 

Mr.  Atwood,  let  us  talk  a  little  bit.  I  think  I  need  for  you  to  walk 
me  through  precisely  what  you  were  saying  in  that  very  good  state- 
ment. And  I  gave  you  the  high  sign  as  I  left. 

Mr.  Atwood.  I  was  worried  about  that,  Senator. 

Senator  Helms.  Yes.  You  should  be.  [Laughter.] 
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Now,  you  had  previously  committed  to  follow  through  on  Presi- 
dent Clinton's  promise  to  cut  the  foreign  aid  pipeline  by  $2  billion 
a  year.  You  remember  saying  that,  do  you  not? 

Mr.  Atwood.  No.  I  do  not  remember  saying  that,  Senator. 

Senator  Helms.  Well,  you  did  say  it. 

Mr.  Atwood.  Do  you  mean  in  my  testimony  today? 

Senator  Helms.  Not  today. 

Mr.  Atwood.  Oh,  I  see. 

Senator  Helms.  When  you  were  here  before.  There  is  no  question 
about  what  you  said.  And  I  was  singing  "Glory,  Hallelujah,"  you 
know.  But  are  you  saying  now  that  you  are  not  going  to  be  able 
to  do  that? 

Mr.  Atwood.  Well,  let  me  try  and  explain.  I  think  what  I  was 
saying  the  last  time  about  the  pipeline  was  we  have,  of  course,  pro- 
grams— for  the  most  part,  projects — that  last  for  3  to  5  years. 

Senator  Helms.  Yes. 

Mr.  Atwood.  What  we  need  to  do  is  to  maintain  good  manage- 
ment of  that  pipeline.  What  I  would  like  to  see  is  whether  all  of 
the  money  in  that  pipeline  now  is  being  spent  in  a  worthy  way  and 
to  see  whether  or  not  there  is  anything  that  could  be  eliminated 
in  that  pipeline. 

The  GAO  has  looked  recently  at  our  pipeline  and  has  determined 
that  it  was  being  well-managed.  The  problem,  of  course,  is  that 
some  of  these  programs,  if  they  are  5-year  programs,  do  spend  out 
over  that  period  of  time. 

And  as  soon  as  the  money  is  committed  to  the  contract,  it  is  then 
a  part  of  the  pipeline.  So  the 

Senator  Helms.  Well,  the  problem  is,  really,  that  the  President 
overspoke  himself  last  year  in  the  campaign  when  he  said,  "I  am 
going  to  cut  it  $2  billion,"  is  that  correct? 

Mr.  Atwood.  I  do  not  remember  him  having  said  that,  Senator, 
but 

Senator  Helms.  He  said  it.  He  said  it. 

Mr.  Atwood.  Certainly,  if  he  said  that,  then  it  is  part  of  my 
mandate.  [Laughter.] 

I  would  like  to  see  it  reduced.  I  would  like  to  be  sure — and  this 
is  something  I  cannot  be  sure  of  now — that  all  of  that  money  is 
being  spent  toward  the  goals  that  we  are  establishing.  As  I  indi- 
cated before,  we  need  to  create  systems  so  that  we  can  track  that 
a  lot  better  than  we  are  now. 

Senator  Helms.  OK  All  right.  Now,  you  did  indicate — and  it  got 
a  little  fuzzy  when  I  was  listening  to  you.  We  had  a  nodding  ac- 
quaintance while  you  were  making  your  statement.  You  were  mak- 
ing your  statement,  and  I  was  nodding.  [Laughter.] 

But  you  indicated  previously  that  AID  should  operate  in  no  more 
than  50  countries  rather  than  the  current  total,  which  is  in  the 
neighborhood  of  100  or  more.  Now,  have  you  changed  your  position 
on  that? 

Mr.  Atwood.  No,  Senator.  What  I  have  said  a  number  of  times 
is  that  if  the  1994  budget  is  adopted  as  passed  by  the  House,  we 
will  have  enough  money  to  operate  effectively  in  only  50  countries. 

We  are  now  operating,  or  trying  to  operate,  in  108  countries.  We 
have  to  downsize.  We  have  to  reduce  the  number  of  countries  in 
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which  we  are  working.  And  we  are  going  to  try  to  do  that  intel- 
ligently. 

But  I  can  tell  you  that  the  pressures  that  will  be  on  us  from  ev- 
eryone: from  U.S.  Ambassadors  who  feel  that  they  need  some  influ- 
ence money  in  the  country;  from  foreign  governments  who  will  feel 
that  it  is  a  sign  of  legitimacy  to  have  an  AID  mission  in  their  coun- 
try; from  the  lobbyists  who  represent  those  governments  here  in 
Washington;  to  Members  of  Congress  who  have  favored  govern- 
ments and  countries  of  their  own.  It  is  going  to  be  exceedingly  dif- 
ficult. 

But  I  think  we  need,  as  an  agency,  to  assure  ourselves  that  we 
can  operate  effectively.  We  will  have  an  operating  budget  that  will 
enable  us  to  operate  effectively  in  only  50  countries. 

And  we  must  seek  to  get  to  the  point  where  we  can  feel  confident 
that  we  are  operating  effectively.  If  we 

Senator  Helms.  In  the  50  countries. 

Mr.  Atwood.  That  is  exactly  right. 

Senator  Helms.  All  right. 

Mr.  Atwood.  I  mean,  that  is  what  I  have  said.  I  tell  you  that 
we  are  not  going  to  get  to  50  countries,  but  we  are  going  to  head 
in  that  direction,  because  it  is  the  only  way  that  we  can  establish 
our  credibility  as  an  agency. 

There  are  other  foreign  policy  considerations  that  will  have  to 
come  into  play.  There  will  be  a  long  and  wrenching  debate  over 
this  question. 

Senator  Helms.  Can  you  estimate  for  me  how  much  money  is  in 
the  foreign  aid  pipeline  at  this  time? 

Mr.  Atwood.  The  pipeline  is  something  like  $8.2  billion  at  this 
point.  This  is 

Senator  Helms.  $8.2  billion. 

Mr.  Atwood.  These  are  moneys  that  have  been  for  the  most  part 
appropriated  within  the  last  5  years,  because  if  you  do  not  expend 
money  within  5  years 

Senator  Helms.  Right. 

Mr.  Atwood  [continuing].  You  lose  it. 

Senator  Helms.  That  was  going  to  be  my  next  question.  How 
much  of  that  can  be  reduced? 

Mr.  Atwood.  That  is  what  we  are  actively  exploring  right  now, 
Senator. 

Senator  Helms.  But  you  do  not  know.  You  do  not  have  any  esti- 
mates. 

Mr.  Atwood.  I  do  not  have  an  estimate. 

Senator  Helms.  I  understand  that. 

Mr.  Atwood.  Yes. 

Senator  Helms.  Now,  what  are  your  plans  for  overseas  staff  re- 
ductions? 

Mr.  Atwood.  We  are  going  through  a  downsizing  exercise  right 
now.  We  have  asked  all  of  the  regional  bureaus  to  report  back  to 
us.  We  are  looking  at  a  reduction  in  fiscal  year  1994  of  some  200 
to  300  people.  We  nave 

Senator  Helms.  Out  of  how  many? 

Mr.  Atwood.  Out  of  about  1,000.  We  have  2,000  in  Washington. 
A  lot  of  people  in  the  agency  think  these  200  or  300  people  are 
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going  to  come  back  and  have  jobs  in  Washington  and  increase  our 
population  in  Washington. 

We  cannot  do  that  either,  because  it  is,  of  course,  Washington 
that  generates  the  paper  and  creates  the  workload.  And  we  have 
got  to  downsize  in  Washington  as  well. 

What  I  have  said  to  the  AID  staff  is  that  we  have  to  get  smaller 
and  more  effective  before  anyone  is  going  to  allow  this  agency  to 
grow  again.  We  have  to  prove  that  we  can  do  the  work.  And  that 
is  what  we  are  attempting  to  do  right  now.  And  that  is  not  an  easy 
task. 

Senator  Helms.  Now,  on  July  3,  the  Washington  Post  quoted  you 
as  saying  that  AID's  staff  level  in  Nicaragua — they  have  60  people, 
I  believe  it  is.  They  quoted  you  as  saying  that  was  outrageous.  Did 
you  say  that? 

Mr.  Atwood.  I  probably  did.  The  reporter  is  a  good  reporter. 

Senator  Helms.  Well,  I  agree  with  it.  I  think  you  are  right  on 
target.  You  do  not  have  to  apologize  as  far  as  I  am  concerned. 

But  what  is  more  outrageous  is  AID's  proposal  to  pour  more 
money  into  Nicaragua,  even  though  that  Government  still  refuses 
to  comply  with  promises  made  repeatedly  to  the  U.S.  Government. 

And  Secretary  Wharton  and  I  were  talking  about  the  Post  story 
of  this  morning.  And  I  am  not  going  to  ask  you  to  make  any  defini- 
tive statement  about  what  you  are  going  to  do  about  that. 

But  I  want  it  a  matter  of  record  that  we  ought  to  cut  off  every 
penny  of  money  to  Nicaragua,  to  the  Nicaraguan  Government,  until 
they  get  that  mess  straightened  out  down  there.  That  is  a  perfect 
outrage. 

Mr.  Wharton.  Well,  Senator,  let  me  just  reassure  you  that  the 
issues  which  you  and  I  were  discussing 

Senator  Helms.  Yes. 

Mr.  Wharton  [continuing].  With  regard  to  Nicaragua,  not  just 
the  article  today  in  the  Washington  Post  but  the  other  issues  that 
relate  to  the  conditions  which  we  have  been  discussing  with  the 
Nicaraguan  Government,  are  of  grave  concern  to  us. 

We  have,  as  you  know,  repeatedly  been  in  contact  with  the  lead- 
ership there.  We  have  discussed  with  them 

Senator  Helms.  Now,  excuse  me,  sir. 

Mr.  Wharton.  Yes. 

Senator  Helms.  Whom  do  you  regard  as  the  leadership  in  Nica- 
ragua? 

Mr.  Wharton.  Well,  the  President  Violeta  Chamorro,  Mr. 
Likiyo 

Senator  Helms.  Do  you  deal  with  her? 

Mr.  Wharton.  Yes.  I  have 

Senator  Helms.  Do  you  feel  like  she  knows  what  she  is  doing? 

Mr.  Wharton.  During  the  recent  Organization  of  American 
States  meeting  in  Nicaragua,  I  visited  with  her,  with  Mr.  Likiyo, 
with  Mr.  Liao.  In  each  of  these  sessions,  whether  it  is  there  or 
here 

Senator  Helms.  Now,  Likiyo  is  her  son-in-law,  right? 

Mr.  Wharton.  That  is  correct. 

Senator  Helms.  Right. 


Mr.  Wharton.  An 
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Senator  Helms.  And  he  is  the  root  of  the  trouble  down  there  to 
begin  with. 

Mr.  Wharton.  And  I  have  repeatedly  indicated  the  areas  of  con- 
cern which  we  have.  And  the  latest  development  in  connection  with 
the  arms  cache  has  been  very  disturbing  to  us. 

We  have  told  them  so.  We  were  quite  shocked  by  the  disclosure 
of  those  caches.  From  our  perspective,  it  is  very  difficult  to  believe 
that  it  was  possible  to  have  that  many  arms  caches  there  in  Nica- 
ragua relating  to  ones  in  El  Salvador  and  not  being  something  that 
would  be  known  by  certain  elements  there  in  Nicaragua. 

And  we  have,  as  you  know,  been  undertaking  an  investigation  of 
what  the  findings  have  been,  the  material  that  is  contained  there- 
in. I  am  looking  forward  to  that  report  on  it. 

I  also  have  corresponded  directly  with  Mr.  Liao  about  our  con- 
cerns in  that  regard  and  some  of  the  other  areas  that  are  of  con- 
cern to  you. 

With  regard  to  the  aid,  as  you  know,  we  have  not  released  the 
funds  that  are  available  for  fiscal  year  1993  yet.  The  fiscal  year 
1992  funds  were  released  earlier  this  year.  The  ones  for  fiscal  year 
1993,  the  deadline  on  making  any  decision  with  regard  to  that  is 
in  October  of  this  year. 

And  we  have  made  it  very  clear  from  the  very  beginning  that  un- 
less some  of  the  conditions  that  we  have  stipulated  are  met,  then 
we  will  not  release  those  funds. 

Senator  Helms.  Well,  it  is  true  that  you  did  not  release  that 
money  earlier  this  year.  The  White  House  pushed  and  released 
that  money,  is  not  that  correct? 

Mr.  Wharton.  Well,  I  think  that  the 

Senator  Helms.  You  did  not  approve  it? 

Mr.  Wharton.  The  State  Department — we  made  the  rec- 
ommendation that  they  be  released,  yes,  sir. 

Senator  Helms.  You  did? 

Mr.  Wharton.  Yes,  sir. 

Senator  Helms.  OK.  Well,  that  is  interesting.  The  1992  money? 

Mr.  Wharton.  The  1992  money,  correct. 

Senator  Sarbanes.  But  not  the  1993  money? 

Mr.  Wharton.  Not  the  1993  money.  No,  sir. 

Senator  Sarbanes.  All  right. 

Mr.  Wharton.  No. 

Senator  Helms.  Well,  I  had  heard  differently. 

I  heard  that  you  and  perhaps  Mr.  Atwood  had  recommended  tak- 
ing a  longer  look  at  it,  but  tnat  the  White  House  staff  said,  "No. 
We  are  going  to  go  ahead  now." 

So  my  information  is  wrong. 

Mr.  WHARTON.  As  far  as  I  know,  sir.  We  looked  at  this  very  care- 
fully. We  had  extensive  discussions.  And  I  would  only  say  tnat  we 
did  make  the  recommendation  in  the  Department  of  State. 

Senator  Helms.  Well,  sometime,  let  us  talk  about  how  you  ar- 
rived at  that  recommendation. 

Mr.  Wharton.  Yes,  sir. 

Senator  Helms.  OK. 

Thank  you,  Mr.  Chairman. 

Senator  Sarbanes.  Certainly. 

Senator  Feingold. 
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Senator  Feingold.  Thank  you,  Mr.  Chairman. 

I  mentioned  briefly  at  the  outset  just  an  interest  in  the  issue  of 
human  rights  in  relationship  to  U.S.  foreign  assistance,  particu- 
larly whether  or  not  some  of  that  assistance  should  be  tied  to  a 
country's  human  rights  record. 

I  understand  that  the  Foreign  Assistance  Act  requires  AID  to 
consider  human  rights  as  a  part  of  the  development  process.  I  am 
interested  in  knowing,  first  of  all:  To  what  extent  do  AID  workers 
in  the  field  report  on  and  evaluate  the  protection  of  human  rights? 

Mr.  Atwood.  They  not  only  participate  in  an  assessment  of  it  be- 
cause an  assessment  is  required  by  law,  but  it  is  also,  in  our  view, 
related  directly  to  development.  And  as  they  pursue  various  democ- 
racy initiatives,  it  is,  of  course,  weighed  very  heavily. 

And  what  we  would  like  to  do  in  the  future  is  to  make  sure  it 
is  weighed  even  more  heavily  by  assuring  that,  as  we  pursue  devel- 
opment goals,  we  are  engaging  the  people  of  the  country  in  those 
goals,  in  the  efforts. 

And  in  order  to  do  that,  a  government  will  have  to  give  us  access 
to  the  people.  Governments  that  do  not  wish  to  have  us  work  di- 
rectly with  indigenous  NGO's,  for  example,  generally  are  govern- 
ments that  abuse  human  rights. 

We  do  not  want  to  work  with  those  kinds  of  governments.  That 
will  be  part  of  our  development  criteria.  That  will  be  part  of  the 
effort  that  we  make  to  downsize  the  number  of  countries  in  which 
we  are  working. 

Senator  Feingold.  Let  me  follow  up  on  that.  Maybe  the  answer 
to  this  is  implicit  in  your  previous  answer.  Do  you  think  that  AID, 
as  a  development  agency,  has  the  capacity  to  make  responsible  de- 
terminations about  human  rights  situations  in  a  country?  And  do 
you  think  AID  should  have  that  capacity? 

Mr.  Atwood.  Well,  it  really  is  the  Embassy  and  the  country 
team  and,  in  particular,  the  State  Department  that  has  the  respon- 
sibility for  assessing  the  human  rights  situation. 

And  the  State  Department,  of  course,  puts  out  an  annual  human 
rights  report.  And  that  is  the  principal  document  within  the  U.S. 
Government  that,  certainly,  guides  our  activities  at  AID. 

Senator  Feingold.  So  there  is  some  linkage  between  the  formal 
report  and  then  the  field  observations  that,  hopefully 

Mr.  Atwood.  That  is  right. 

Senator  Feingold  [continuing].  Are  coordinated. 

Mr.  Atwood.  The  country  team,  which  is  all  of  the  agencies  that 
work  in  the  Embassy  under  the  Ambassador,  of  course,  contributes 
to  the  human  rights  report  each  year. 

Senator  Feingold.  All  right.  And  in  that  context,  you  are  com- 
fortable with  the  overall  result  being  a  situation  where  AID  and 
the  State  Department  together  can  make  these  determinations  and 
link  them  to  foreign  assistance. 

Mr.  Atwood.  Yes,  I  am. 

Senator  Feingold.  Let  me  switch  to  a  different  subject,  more 
about  the  reorganization  itself.  As  I  understand,  AID  is  currently 
a  mix  of  functional  and  regional  bureaus.  And  I  am  wondering,  as 
you  have  already  alluded  to,  just  how  efficient  this  is. 
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For  example,  when  there  is  a  population  program  in  Kenya,  who 
would  administer  that?  And  how  do  you  overlap — avoid  overlap  in 
a  situation  like  that? 

Mr.  Atwood.  Well,  about  half  the  population  programs  are  run 
by  the  research  and  development  bureau,  which  is  a  Washington- 
based  bureau,  and  about  half  are  administered  by  the  regional  bu- 
reaus. They  work  through  a  variety  of  means,  including  PVO's,  to 
deliver  the  family  planning  services  and  the  contraceptives  and 
other  things  that  we  use  in  such  a  program. 

But,  obviously,  on  the  ground  it  would  be  coordinated  by  the  field 
mission. 

Senator  Feingold.  In  recent  years,  AID  has  relied  quite  a  bit  on 
private  contractors  to  implement  and  oversee  projects.  And  maybe 
this  has  been  addressed  already,  but  I  am  wondering  what  you  see 
as  the  advantages  and  disadvantages  of  that  approach. 

Mr.  Atwood.  Well,  I  think  with  respect  to  management  and  span 
of  control,  it  is  better  to  work  with  direct-hire  AID  people. 

But  last  year,  for  example,  if  you  counted  foreign  service  nation- 
als, contractors,  consultants,  various  types  of  people  that  worked 
for  AID,  we  had  something  over  54,000  people  that  were  employed 
by  AID,  as  against  a  direct-hire  staff  of  only  3,000.  Now,  that  has 
come  down  from  a  high  of,  I  believe,  18,000  at  the  height  of  the 
Vietnam  war,  down  to  3,000. 

And  what  I  think  we  will  find  if  we  look  at  this  very  closely  is 
that  the  cost  of  the  individual  project  to  the  U.S.  taxpayer  has  gone 
up  as  a  result  of  our  overdependence  on  contractors  and  consult- 
ants. 

But  when  you  reduce  our  operating  budgets,  as  they  have  been 
consistently  over  the  years,  because  we  have  not  had  your  trust 
primarily,  then  you  resort  to  using  the  program  money  to  hire  con- 
tractors. 

And  that  has  expanded  to  the  point  where  we  are  now  using 
something  like  54,000  people  outside  of  the  agency.  I  think  that  is 
a  serious  problem. 

It  is  not  something  that  we  can  correct  overnight  if  we  are  going 
to  continue  to  implement  the  programs  that  we  have  been  asked 
to  implement  by  the  Congress. 

Senator  Feingold.  But  then  an  outcome  of  this  process  that  you 
recommended  today  would  be  a  greater  trust  in  the  changed  AID 
that  would  then  lead  to  less  reliance  on  the  contractors  and  a 
greater  trust  in  those  whom  we  have  hired  full  time.  Is  that 
the 

Mr.  Atwood.  I  hope,  Senator- 


Senator  Feingold  [continuing].  Is  that  the  result  you  are  looking 
for? 

Mr.  Atwood.  Absolutely,  Senator.  I  hope  it  is  more  than  a  hope. 
I  hope  it  is  an  expectation.  Again — it  will  take  time.  This  is  a  much 
more  complex  problem  than  f  imagined  when  I  got  into  it,  but  I  as- 
sure you  that  we  are  moving  in  the  right  direction. 

Senator  Sarbanes.  If  you  downsize  the  personnel  of  the  agency 
and  the  program  levels  remain  roughly  the  same  or  even  increase, 
as  they  may  do  with  the  Russian  aid,  will  it  not  inevitably  lead  to 
an  even  larger  number  than  the  54,000  in  terms  of  the  outside  con- 
tractors and  other  private  organizations? 
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Mr.  Atwood.  I  think- 


Senator  Sarbanes.  In  other  words,  the  very  program  you  are 
pursuing  seems  to  be  working  in  a  counterdirection  from  the  re- 
sponse that  you  just  gave  Senator  Feingold. 

Mr.  Atwood.  I  think  that  is  the  logical  conclusion.  However,  that 
does  not  take  into  account  the  fact  that  we  can  find  a  lot  of  fat  not 
just  in  the  way  we  are  operating  internally,  but  with  contractors 
as  well. 

Mr.  Wharton.  I  think  it  is  important,  Senator,  to  emphasize  the 
following:  Not  all  of  the  contracts,  necessarily,  are  bad  by  defini- 
tion, and  that  in  many  instances  the  specific  contractor  relation- 
ship provides  AID  with  a  set  of  competencies  which  they  do  not 
have  internally,  or  a  specific  set  of  approaches  which  they  are  not 
able  to  execute  with  the  same  degree  of  effectiveness. 

And  I  think  that  the  review  which  Mr.  Atwood  is  undertaking 
clearly  is  going  to  go  through  the  process  of  assessing  the  extent 
to  which  that  does  or  does  not  lead  to  a  reduction  of  each  and  every 
one  of  the  contracts  out  there. 

The  point  that  the  chairman  raised  about  downsizing  and,  you 
know,  at  the  same  time,  expansion — for  example,  in  the  case  of 
Russia — is  a  very  serious  issue,  because  under  the  pressure,  par- 
ticularly of  time  and  pressure,  there  is  going  to  be  that  kind  of 
pressure  that  the  chairman  pointed  out  for  expansion  on  the  con- 
tractual side. 

And  again,  I  think  that  it  is  going  to  require  a  great  deal  of  care 
and  selection  by  the  administration  and  AID  as  to  how  they  do  that 
and  the  fashion  they  do  that  so  that  it  does  not  lead  to  needless 
escalation  in  numbers,  but  does  concentrate  upon,  as  he  has  said, 
results,  from  getting  the  results  out  there  as  opposed  to  just  count- 
ing the  numbers  and  the  dollars  that  are  expended. 

Senator  Sarbanes.  Are  you  familiar  with  this  long  article  in  the 
Legal  Times  of  May  31  suggesting  that  entrance  into  Eastern  Eu- 
rope and  the  former  Soviet  Union  is  really  proving  to  be  a  bonanza 
for  a  lot  of  outside  parties  with  whom  AID  is  contracting. 

Mr.  Atwood.  Yes.  I  am  not  going  to  endorse  every  word  that  was 
written.  I  met  with  that  reporter  just  a  week  ago  to  talk  to  her  to 
follow  up  on  that  story. 

But  what  has  happened,  of  course,  when  there  is  a  push  to  get 
moving,  in  this  case  in  Eastern  Europe,  and  the  push  comes  from 
a  variety  of  places  including  this  body,  and  when  you  provide  the 
flexibility  to  escape  some  of  the  more  onerous  accountability  sec- 
tions of  the  law,  then  you  do  move  to  get  the  money  spent  and  get 
the  people  out  in  the  field  so  they  can  get  it  done. 

And  part  of  it,  of  course,  is  the  competitive  process.  Do  you  need 
to  have  three  bids  on  a  contract,  or  can  you  move  ahead  with  a  co- 
operative agreement  and  get  the  job  done? 

There  is  a  tendency  when  there  is  a  lot  of  pressure  on  to  do  that 
and  not  go  through  the  competitive  process.  And  she  is  pointing  out 
some  of  the  problems  that  exist  when  that  happens. 

Senator  Sarbanes.  I  am  sorry,  Senator  Feingold. 

Senator  Feingold.  Thank  you,  Mr.  Chairman. 

Well,  I  appreciated  both  of  your  responses  on  that.  I  think  it  real- 
ly sort  of  almost  sets  up  the  dilemma  and  what  we  have  to  watch 
for  as  we  go  through  this  process.  And  I  appreciate  that. 
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My  last  couple  of  questions,  Mr.  Chairman,  have  to  do  with  a 
subject  that  you  have  discussed  quite  a  bit  today,  which  is  the  fact 
that  the  offices  do  exist  in  some  90  countries,  and  that  you  have 
indicated  that  AID  should  function  in  fewer  countries. 

What  I  would  like  to  know  is  just  a  minute  or  two  on:  To  what 
extent  does  field  staff  work  out  of  U.S.  Embassy  space,  and  to  what 
extent  is  there  sharing  of  resources  with  other  U.S.  missions? 

Mr.  Atwood.  We  share  that  space  when  it  is  possible.  Usually, 
there  is  a  separate  AID  building,  which  is  rented.  We  do  not  have 
the  same  security  requirements  as  the  Embassy,  so  the  Embassy 
space  itself  is  at  a  premium  for  agencies  that  need  more  secure 
space. 

Senator  Feingold.  So  it  is  just  a  space  issue.  You  do  not  see  it 
as  a  compromising  of  AID  to  be  in  one  of  those  shared  sets. 

Mr.  Atwood.  No.  I  do  not  think  so.  There  is  no  question  that 
AID  is  the  U.S.  Government.  I  am  always  worried  that  we  might 
compromise  some  of  the  PVO's  and  NGO's  that  work  with  AID 
money. 

I  think  they  need  to  maintain  their  independence  in  order  to  be 
effective,  while  at  the  same  time  being  accountable  to  us  for  the  ex- 
penditure of  the  funds.  But  I  think  USAID  is  considered  to  be  part 
of  the  U.S.  Government. 

Senator  Feingold.  OK. 

Mr.  Atwood.  There  is  not  any  compromise. 

Mr.  Wharton.  If  anything,  there  may  be  a  few,  Senator,  loca- 
tions in  which  the  AID  employees  are  larger  than  the  regular  State 
Department  employees. 

Senator  Feingold.  OK  Thanks  to  both  of  you. 

Thank  you,  Mr.  Chairman. 

Senator  Sarbanes.  Senator  Kassebaum. 

Senator  Kassebaum.  Just  to  follow  on  a  moment  on  the  contract- 
ing and  direct  hire,  because  this  is  difficult.  And  I  suppose  it  really 
is  not  an  either/or  process.  It  all  comes  down  to  management  again. 

But  it  seems  to  me  it  does  indicate  how  important  it  is  to  sort 
of  set  a  goal.  And  I  guess  I  am  thinking  of  and  speaking  of  Russia. 

And  I  know  specifically  of  a  contract  that  was  awarded  to  set  up 
farm  organizations  such  as  Farm  Bureau  in  just  one  city  in  Russia. 
And  in  my  own  thinking,  it  seems  to  me — and  you  really  have  not 
had  time  yet,  probably,  to  put  this  together. 

But  it  seems  to  me,  before  some  of  these  contracts  go  out,  it  is 
awfully  important  to  know  exactly  what  AID  intends  to  do  with 
farm  program  initiatives  in  Russia  or  the  newly  independent 
states;  and  then  from  that,  decide  what  should  be  direct  hire  or 
contract,  rather  than  what  appears,  at  least  from  the  outside,  to  be 
a  rather  haphazard  process  at  this  point. 

Mr.  Atwood.  Let  me  just  comment.  On  my  first  trip  as  Adminis- 
trator, I  went  to  the  newly  independent  states  because  that  really 
is  the  most  important  thing  we  are  doing  now,  and  it  has  to  work 
right. 

And  I  will  be  very  candid  with  you  and  say  that  in  the  early 
days,  right  after  the  Freedom  Support  Act  was  adopted — and  this 
happened  in  Eastern  Europe  as  well — there  was  a  real  push  to  get 
projects  going. 
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And  there  was  a  piecemeal  approach  to  it.  I  am  not  saving  that 
there  is  not  a  lot  of  good  being  done,  because  a  lot  of  good  is  being 
done,  but  it  was  not  done  in  a  strategic  context.  It  was  a  sprinkler 
rather  than  a  firehose.  And  we  need  to  take  a  more  strategic  ap- 
proach to  that  area  of  the  world,  because  an  awful  lot  of  work,  good 
work,  is  being  done. 

But  we  need  to  take  each  sector  and  make  sure  that  we  have  a 
sector  strategy  for  working  with  the  Russians  in  the  case  of  Russia 
or  the  CossacKS  or  whatever. 

And  we  have  to  take  all  of  the  sectors  and  see  how  they  link.  And 
we  also  have  to  look  at  what  other  donors  are  doing  and  what  they 
are  capable  of  doing,  including  the  World  Bank,  which  has  a  lot 
more  money  to  spend  than  we  do. 

And,  in  fact,  I  think  we  can  lead  the  World  Bank  into  these  dif- 
ferent sectors  as  they  come  on  line  later.  But  I  agree  with  you  en- 
tirely that  we  must  provide  strategic  focus  to  what  we  are  doing 
in  that  area. 

Senator  Kassebaum.  Well,  I  cannot  agree  with  you  more  in  your 
approach.  The  difficulty  may  be  it  is — the  horse  is  getting  out  of 
the  barn  before  we  are  really  ready  for  it.  And  maybe  it  is  wise  to 
hold  back,  actually,  on  some  initiatives  there  until  the  plan  is  firm- 
ly in  place.  I  just  would  make  that  suggestion. 

I  would  like  to  go  on  to  the  pipeline  moneys,  because  you  men- 
tioned in  your  testimony,  Mr.  Atwood,  the  $8.2  billion  in  the  pipe- 
line. 

And  what  I  think  is  not  realized  on  the  whole  perhaps,  even  here 
or  certainly  out  in  the  public,  is  that  amount  is  not  even  reflected 
on  the  annual  appropriated  request.  So  the  request  is  on  top  of  that 
$8.2  billion.  And  I  think  that  reflects  our  own  inability,  perhaps, 
to  focus  enough  on  oversight  to  just  review. 

And,  Mr.  Chairman,  I  think  it  might  be — or  at  least  I  would  find 
it  interesting  to  know  where  that  $8.2  billion  is  and  at  what  point 
in  the  pipeline  and  where  it  is  going,  not  that  you  can  change  it. 
And  I  am  a  strong  believer  in  not  micromanaging  from  here.  But 
that  is  a  fair  amount  of  money  in  the  pipeline. 

Senator  Sarbanes.  That  is  money  that  was  appropriated  in  pre- 
vious years,  is  it  not? 

Senator  Kassebaum.  Oh,  I  understand  that. 

Mr.  Atwood.  That  is  right.  But  it  has  been  obligated  but  not 
expended 

Senator  Kassebaum.  I  forget  what  we  did.  Do  you  remember? 

Senator  Sarbanes.  And  money  that  was  committed  then  for 
projects,  is  it  not? 

Mr.  Atwood.  That  is  right. 

Senator  Kassebaum.  I  am  not  quarreling  with  that,  but  I  am  just 
saying:  Do  you  remember  where  all  of  that  $8.2  billion  is  in  the 
pipeline?  I  do  not.  And  I  think  we  really  need  to  review  that  as  we 
review  the  budget  for  the  foreign  aid  authorization. 

Senator  Sarbanes.  Well,  a  substantial  sum  of  that  is  in  Egypt, 
I  have  no  doubt.  We  have  had  a  pipeline  problem  in  Egypt. 

Mr.  Atwood.  Egypt  is  our  longest  pipeline. 

Senator  Sarbanes.  And  we  have  been  trying  to  move  these 
projects.  And  I  do  not  know  the  exact  figure,  but  I  would  think  that 
would  probably  be  the  largest.  Is  that  right? 
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Mr.  Atwood.  That  is  right. 

Senator  Sarbanes.  Yes.  But  that  is  money  that  was  previously 
appropriated  over  a  number  of  years  and  committed  to  projects. 
Some  of  these  projects  take  years  and  years  before  they  are  com- 
pleted, do  they  not? 

Mr.  Atwood.  That  is  right. 

Senator  Sarbanes.  I  mean,  we  did  major  water  and  sewer 
projects  in  Egypt  that  took  a  very  long  period  of  time  before  com- 
pletion. 

Senator  Kassebaum.  Yes,  Mr.  Chairman. 

Senator  Sarbanes.  And  at  the  time  we  were  concerned  we  were 
not  going  to  get 

Senator  Kassebaum.  Wait  just  a  minute. 

Senator  Kassebaum.  Now,  this  is  my  time.  [Laughter.] 

Senator  Sarbanes.  I  am  sorry. 

Senator  Kassebaum.  I  do  not  want  to  hear  your  speech  again. 
[Laughter.] 

I  just  want  to  say  though:  I  want  to  know  how  the  water  and 
sewer  project  is  going.  I  think  it  is  very  useful  to  have  an  update. 
And  it  reflects  on  how  much  new  money  we  will  have  available  to 
give.  I  think  it  is  terribly  important. 

Just  to  go  to  the  regional  accounting  again:  I  understand,  I 
think,  what  you  are  doing  as  far  as  maybe  rearranging  the  chairs 
on  the  deck  but  trying  to  fit  them  under  a  larger  umbrella  in  defi- 
nition. 

So  when  you  talk  about  the  Child  Survival  Fund,  it  is  within  the 
framework  of  sustainable  development  instead  of  a  specific  account 
number  or  account  figure. 

When  you  look  at  the  Africa  regional  account,  for  instance,  I 
think  there  are  about  10  to  15  percent  that  is  given  priority  there. 
It  is  not  an  earmark  as  such,  but  it  is  called  a  priority  for  different 
accounts  within  that. 

There  is,  I  think,  10  percent  that  is  set  aside,  I  understand,  for 
the  Child  Survival  Fund  in  that  regional  account. 

I  would  like  to  get  away  from  even  perhaps  having  to  say  a  cer- 
tain percent  for  certain  things,  but  that  has  come  from  our  inter- 
ests here.  And  it  is  reflective  of  what  your  interests  are. 

I  think  rather  than  it  being  required,  though,  as  something — for 
instance,  the  Child  Survival  Fund — it  should  be  something,  as  you 
look  at  it,  that  you  decide  in  light  of  other  considerations  what 
should  have  in  your  budget  request  a  greater  weight  over  another 
within  the  sustainable  development.  Is  that  what  you  are  suggest- 
ing you  are  trying  to  do? 

Mr.  Atwood.  Senator,  thank  you  for  giving  me  an  opportunity  to 
come  back  to  this.  What  I  would  like  to  try  to  do  is  to  achieve  as 
broad  a  consensus  as  possible  as  to  what  the  objectives  of  our  for- 
eign aid  program  are. 

I  have  laid  out  four  that  I  think  are  compelling,  because  they 
represent  threats  to  our  nation.  There  is  a  real  need  out  there  to 
try  to  resolve  these  things. 

If  we  can  focus  on  very  clear  objectives  within  each  of  these  four 
areas  and  then  do  a  good  analysis  of  what  is  needed  to  achieve  the 
objectives:  for  example,  population  growth  is  not  just  the  provision 
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of  family  planning  services  and  the  provision  of  contraceptives.  It 
deals  with  that  issue. 

It  is  education  for  girls.  It  is  women's  literacy  programs.  It  is  try- 
ing to  integrate  women  more  into  the  mainstream  of  the  economy 
of  their  country. 

If  you  are  intellectually  honest  and  you  look  at  the  goal  of  trying 
to  curb  population  growth,  then  you  will  come  up  with  a  number 
of  programs  that  are  viable  in  terms  of  a  global  strategy. 

You  then  develop  that  global  strategy  in  order  to  inform  the  mis- 
sions and  the  regional  areas  as  to  what  our  global  objectives  are 
so  that  they  can  then  apply  them  on  a  country  level  based  on  their 
best  analysis  of  the  needs,  and  then  adopt  an  integrated  develop- 
ment approach  to  that  country  so  that  the  different  programs  you 
are  working  on  reinforce  one  another.  So  you  get  a  bigger  bang  for 
the  buck. 

I  take  what  the  chairman  has  said  about  the  way  business  is 
normally  done,  and  I  would  not  object  if  we  could  achieve  a  consen- 
sus on  these  four  major  goals  of  our  foreign  aid  program. 

Perhaps  we  want  to  look  at  the  budget  process  in  those  terms  as 
well,  which  is  what,  again,  other  agencies  do.  I  certainly  would  like 
to  see  everyone  look  at  these  strategies  up  here,  consult  with  peo- 
ple, consult  with  the  NGO  and  PVO  communities  who  are  involved 
in  this  development  activity,  to  see  whether  or  not  they  accept  this. 

But,  given  the  reduction  in  the  development  assistance  programs, 
we  need  as  much  flexibility  as  possible,  to  make  sure  that  we  can 
adopt  an  integrated  approach.  That  is  what  we  are  asking  for. 

I  think  a  lot  of  the  earmarks  that  have  been  put  in  place  have 
been  because  people  up  here  felt  as  though  they  had  to  impose 
them  on  a  reluctant  administration. 

Perhaps  if  we  can  work  together  to  achieve  the  consensus,  then 
there  will  not  be  a  feeling  that  you  need  to  impose  something  on 
us,  because  we  are  all  agreeing  as  to  the  direction  that  we  are 
heading  in. 

Mr.  Wharton.  If  I  could  just  add  to  that,  I  completely  agree  with 
the  general  formulation  that  Brian  has  just  made. 

I  would  make  one  slight  expandatory  amendment.  And  that  is 
that  on  the  family  planning  and  population  side  of  things,  I  am 
sure  that  Brian  meant  to  also  include  the  education  of  men,  not 
just  of  the  women. 

Senator  Kassebaum.  Well,  I  was  going  to  say  that,  too,  Mr.  Sec- 
retary. [Laughter.] 

Mr.  Wharton.  Right. 

Senator  Kassebaum.  That  was  important. 

I  have  two  other  questions.  One  relates  to  the  democracy  section. 
I  think  that  can  get  very  vague,  as  a  matter  of  fact,  if  there  are 
not  specifics  there.  And  I  have  asked  you  this,  I  think,  before  in 
the  confirmation  hearing. 

How  do  you  intend  to  coordinate  with  the  National  Endowment 
for  Democracy,  if  it  still  is  going  to  exist,  and/or  other  initiatives 
that  have  done  work  already  and  are  established  in  this  field? 

I  am  not  sure  that  I  really,  myself,  want  to  see  this  become  just 
some  enormously  expanding  initiative  without  giving  careful 
thought  to  exactly  what  we  will  be  doing  and  where  the  coordina- 
tion will  take  place. 
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Mr.  Atwood.  Democracy  programs  and  political  development, 
just  as  a  given,  are  less  expensive,  of  course,  to  pursue  than  the 
economic  development  programs  of  various  types. 

But  we  are  still,  it  seems  to  me,  not  investing  enough  as  a  gov- 
ernment in  the  overall  effort,  given  how  important  it  is  to  us.  But 
I  am  glad  you  gave  me  the  opportunity  to  say  that  it  is  vital  to 
keep  the  National  Endowment  for  Democracy  alive. 

We  work  with  a  number  of  the  NGO's  that  receive  money,  core 
grantees  of  the  National  Endowment  for  Democracy.  And  our  ori- 
entation is  slightly  different. 

They  have  a  flexibility  to  get  into  new  areas,  countries  with 
which  we  do  not  even  have  diplomatic  relations,  but  they  are  on 
the  cutting  edge  of  this  work.  And  it  is  important  to  maintain  them 
in  doing  that  kind  of  work. 

I  noticed  that  the  Chairman  of  the  National  Endowment  for  De- 
mocracy, Mr.  Brademas,  was  here  a  little  earlier.  I  do  not  know 
whether  he  is  still  here,  but  I  am  not  going  to  give  him  an  oppor- 
tunity to  come  to  the  microphone.  [Laughter.] 

Mr.  Atwood.  I  will  say,  on  behalf  of  the  NED,  that  they  meet 
four  times  a  year  with  this  bipartisan  board  to  decide  on  their 
projects. 

Before  those  decisions  are  made,  they  let  the  administration 
make  comments  on  whether  or  not  they  are  duplicating  anything 
the  administration  is  doing  or  whether  they  are  appropriate  in 
terms  of  our  foreign  policy. 

So  there  is  an  integration.  There  is  a  coordination  that  is  built 
into  that  system.  I  think  it  will  improve,  because  we  are  talking 
about  creating  an  interagency  committee  to  look  at  democracy  pro- 
grams to  assure  that  we  are  directing  that  money  appropriately. 

Our  orientation  at  AID  is  democracy  in  development,  making 
sure  that  people  are  participating  in  our  programs,  making  sure 
that  we  are  looking  at  the  relationship  of  our  democracy  programs 
to  our  economic  development  programs. 

So  there  is  a  slightly  different  orientation.  It  is  the  overall  devel- 
opment that  we  feel  cannot  divorce  the  political  from  the  economic. 

And  we  are  looking  at  it  with  that  in  mind,  but  I  do  think  coordi- 
nation is  essential.  We  have  to  avoid  duplication,  because  we  do  not 
have  enough  money  being  spent  right  now  on  this  democracy  initia- 
tive, in  my  opinion. 

Mr.  Wharton.  If  I  could  also  add  to  this:  As  you  know,  to  just 
use  one  example,  just  recently  I  came  back  from  an  extended  2- 
week  trip  to  the  ASEAN  Nations  in  Cambodia. 

And  one  of  the  things  which  was  particularly  striking  was  the  ex- 
tent to  which,  in  the  Cambodian  situation,  their  success  of  90  per- 
cent voting  for  peace  and  democracy,  we  were  told,  was  the  result 
of  a  tremendous  expansion  in  the  role  of  NGO's  throughout  the  en- 
tire country. 

Having  said  that,  it  was  quite  clear  to  me  that  their  movement 
toward  democracy  is  very  fragile.  It  is  fragile  there.  It  is  fragile  in 
Guatemala. 

And  when  one  stops  and  says,  "What  is  it  that  can  be  done  to 
deal  with  that  fragility,  to  push  forward  a  democratic  process,  and 
all  of  the  things  which  we  in  the  United  States  take  for  granted 
in  terms  of  how  a  democracy  functions,  in  a  nation  where  these  are 
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not  well-understood,  well-known?"  it  seems  to  me  that  this  kind  of 
an  initiative  is  absolutely  crucial. 

If  it  is  successful,  it  means  that  you  have  a  society  in  which  the 
people  understand  their  interest  and  are  able  to  express  their 
views  with  regard  to  their  interests  in  a  democratic  process. 

It  also  means  a  society  in  which — where  there  is  an  extensive 
pluralism  and  diversity  and  ethnic  differences  and  religious  dif- 
ferences. They  acquire  the  means  whereby  to  resolve  those  dif- 
ferences in  a  nonconflict  fashion  into  a  democratic  process  as  we 
try  to  do. 

So  it  is — I  agree  with  you;  it  can  be  very  spongy.  It  can  be  very 
amorphous,  but  yet  it  can  be  absolutely  crucial  to  achieving  what 
I  think  is  this  administration's  goal  of  the  promotion  of  democracy 
worldwide,  recognizing  that  it  is  absolutely  central  to  achieving 
most  of  the  rest  of  what  we  want  in  the  development  process. 

And  finally,  I  would  add  that,  as  Brian  has  very  ably  pointed  out, 
there  is  a  very  close  interrelationship  between  achieving  success  in 
the  development  process  and  the  democratic  process  and  the  free 
market  system. 

And  so  in  that  regard,  again,  it  is  a  very  important  component 
of  the  framework  of  how  we  would  like  to  see  AID  proceed. 

Senator  Kassebaum.  Well,  I  agree.  And  I  regret  going  over  my 
time.  And  I  think  that  that  is  true. 

And  one  of  the  things  that  probably  we  tend  to  do  here  is  achieve 
a  success  and  then  move  on.  And  something  like  this,  takes  some 
continuity  and  attention,  to  be  nurtured  along,  or  else  if  we  turn 
our  backs  and  think  it  has  succeeded,  it  coula  well  fall  back.  And 
we  have  seen  that  happen,  too. 

So  I  know  that  I  am  appreciative  of  that.  I  think,  though  some- 
thing grows  too  fast  without  any  coordination — and  I  know  you  are 
very — you  have  to  be  sensitive  because  you  have  been  on  both  sides 
of  this  street,  that  it  is  important. 

My  last  question  is:  In  light  of  some  of  these  new  initiatives,  how 
do  we  reflect  that  in  our  authorization  that  we  will  be  needing  to 
do  soon? 

Mr.  Wharton.  Go  ahead,  Brian.  You  can  handle  that  one. 

Mr.  Atwood.  Well,  we  would  like  to  work  very  closely  with  you 
on  this.  And  we  would  have  a  number  of  suggestions  to  make.  A 
process  was  gone  through  a  few  years  ago  when  there  was  a  seri- 
ous effort  to  reform  the  Foreign  Assistance  Act. 

A  number  of  proposals  were  made  that  were  cleared  by  the  Office 
of  Management  and  Budget  and  others.  Some  of  those  proposals 
still  have  merit. 

It  seems  to  me  that  even  in  the  absence  of  a  comprehensive  re- 
form proposal  from  the  administration,  which  involves,  of  course, 
agencies  beyond  AID  and  the  State  Department,  I  would  still  hope 
that  we  would  be  able  to  make  such  a  proposal,  sooner  rather  than 
later. 

But,  even  in  the  absence  of  that,  it  seems  to  me,  we  already  have 
a  consensus  on  a  number  of  different  items  that  might  be  changed 
in  the  Foreign  Assistance  Act.  So  if  you  decide  you  must  move 
more  quickly  than  we  can,  I  think  we  can  work  together  to  try  to 
achieve  some  degree  of  change. 

Senator  Kassebaum.  Thank  you. 
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Senator  Sarbanes.  Well,  I  want  to  address  that,  but  I  will  yield 
to  Senator  Jeffords  first. 

Senator  Jeffords.  I  want  to  follow  up  on  the  area  that  my  col- 
league from  Kansas  was  discussing. 

I  think  there  is  a  lack,  at  least  in  the  discussion,  of  testimony, 
of  how  we  ensure  that  the  democratic  process  succeeds  and  the  ne- 
cessity of  having  sufficient  technical  assistance  to  provide  the 
building  of  the  infrastructure,  both  political  or.  say,  including  many 
areas,  political  and  commercial,  judicial,  in  order  to  ensure  that  the 
necessity  of  economic,  sustainable  economic  growth  and  develop- 
ment occur,  along  with  political  response  which  ensures  that  they 
will  be  long-lived. 

And  I  do  not  see  any  attempt  to  try  and  provide  the  necessary 
technical  assistance  to  individuals  necessary  in  order  to  try  and  im- 
plement that  kind  of  process. 

In  my  travels  around  Central  Asia  and  Eastern  Europe  and  some 
in  Africa,  at  least,  as  well  as  in  Central  America,  there  is  incredible 
need  for  people  to  be  there  that  understand,  that  can  stay  there, 
that  can  have  the  kind  of  technical  direction  on  how  to  put  these 
matters  into  place. 

And  I  do  not  see  any  program  that  in  any  way  attempts  to  try 
and  deliver  the  kind  of  expertise  that  is  necessary  to  do  that. 

I  know  my  aid  just  came  back  from  trying  to  help  over  in  Russia, 
for  them  just  to  try  and  figure  out  how  their  Congress  should  work. 
They  were  there  2  or  3  weeks.  They  have  a  wonderful  experience, 
and  then  they  go. 

We  had  an  Ambassador  before  us  the  other  day  saying,  "Well,  we 
held  a  wonderful  seminar  on  how  to  run  a  democracy.  And  it  went 
very  well,  and  everybody  was  excited." 

Of  course,  the  seminar  left,  and  there  is  nobody  there  to  carry 
on.  What  are  your  plans?  And  what  are  we  going  to  do  to  try  and — 
we  have  many  unemployed  people  in  this  area.  We  have  lawyers. 

We  could  probably  send  a  million  lawyers  out  in  this  country 
overseas  and  do  pretty  well.  So  you  have  a  lot  of  technical  assist- 
ance that  seems  to  be  available  in  this  country. 

But,  of  course,  we  have  language  barriers  and  all  of  that.  But 
what  kind  of  program  do  we  have  to  try  and  help  these  countries 
in  a  more  sustaining  sense  than  just  the  dropping  in  for  a  couple 
of  weeks? 

Mr.  Atwood.  Well,  I  think  the  points  you  make  are  very  valid. 
I  met,  when  I  was  in  Russia,  Ukraine,  Kazakhstan,  and  Armenia, 
with  a  roomful  of  private  voluntary  organizations  and  NGO's,  all 
engaged  in  some  aspect  of  democratization  work. 

They  were  having  a  major  impact.  People  were  behind  the  scenes 
working  with  parliamentarians,  writing  new  laws,  trying  to  create 
commercial  codes,  criminal  codes,  and  juvenile  codes  which,  of 
course,  are  very  different  in  a  democratic  society  versus  a  com- 
munist society. 

They  were  working  on  constitutions,  working  to  try  to  build  polit- 
ical parties.  They  had  a  permanent  presence  there,  because  the  re- 
sources are  there  to  make  sure  that  these  NGO's  do  have  a  perma- 
nent presence  in  these  countries. 

So  while  they  do  invite  people  in  who  are  specialists  to  hold  sem- 
inars for  a  3-day  period,  they  are  there  on  the  ground  talking  on 
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a  daily  basis  to  their  counterparts  in  the  various  institutions  on 
which  they  are  working. 

That  is  the  ideal.  We  are  not  doing  enough  of  that  in  a  system- 
atic way  all  over  the  world.  We  are  doing  it  in  a  concentrated  way 
when  crises  arise.  I  know  the  Deputy  Secretary  probably  saw  the 
individuals  that  were  working  in  Cambodia. 

I  must  say  we  attend  a  meeting  every  morning  to  discuss  the  for- 
eign policy  issues  of  the  day.  And  it  came  as  some  surprise  the  suc- 
cess that  we  achieved  in  Cambodia.  We  thought  that  was  going  to 
be  disastrous,  based  on  our  reading  of  both  intelligence  reports  and 
the  newspapers. 

We  thought  that  was  going  to  be  problematic.  And  I  think  the 
reason  it  was  not  was  because  the  U.N.  provided  a  good  security 
presence,  but  it  was  these  NGO's  working  on  the  ground  to  help 
people  understand  the  processes  of  democracy  that  made  it  work. 

Senator  Jeffords.  That  fervor  for  democracy  can  dissipate 
rapidly 

Mr.  Atwood.  Yes. 

Senator  Jeffords  [continuing].  Unless  there  is  the  sustaining 
element  there  to  provide  the  economic  successes  that  are 
necessary 

Mr.  Atwood.  Absolutely. 

Senator  Jeffords  [continuing].  To  sustain  it 

Mr.  Atwood.  Yes. 

Senator  Jeffords  [continuing].  And  to  the  judicial  systems 
which  will  prevent  abuses,  all  of  those  things.  And  we  have  seen 
in  Central  America  and  El  Salvador  the  attempts  for  years  just  try- 
ing to  get  a  judicial  system  there  that  will  work. 

Mr.  Atwood.  Yes. 

Senator  Jeffords.  The  same  is  true  all  over  the  world.  I  just 
hope  that  we  will  pay  more  attention  to  trying  to  find  the  ways  to 
provide  this  kind  of  technical  assistance. 

Mr.  Wharton.  Yes.  Senator,  your  point  is  extremely  valid,  be- 
cause I  think,  to  a  considerable  extent,  we  sometimes  take  for 
granted  many  of  the  constituent  parts  that  make  up  our  success  in 
democratic  practice.  For  example,  you  cited  the  case  of  the  judicial 
system. 

During  my  visit  to  Cambodia,  one  of  the  things  that  they  were 
pointing  out  to  me  was  they  had  no  courts,  no  justice  of  the  peace, 
and  no  lawyers.  Now,  how  do  you  maintain  justice  in  that  kind  of 
an  environment? 

Senator  Jeffords.  Or  solve  a  simple  contract  dispute. 

Mr.  Wharton.  Or  solve  a  simple  contract  dispute.  And  therefore, 
you  have  a  whole  set  of  skilled,  trained  individuals,  institutions 
that  need  to  be  built  and  prepared,  and  in  order  for  that  to  be  suc- 
cessful and  to  avoid  the  sense  of  frustration,  if  not  disaffection,  that 
is  likely  to  occur  because  you  do  not  have  success  in  achieving  de- 
mocracy. 

Similarly,  with  regard  to  the  institution  of  how  the  democracy  it- 
self governs  itself,  in  a  situation  like  that,  where  you  have  sud- 
denly gone  from  a  state  of  war,  if  not  guerrilla  war,  to  a  situation 
in  which  there  is  an  expectation  that  based  upon  the  vote,  indeed, 
now  suddenly  tomorrow  we  are  going  to  have  nirvana. 
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How  do  you,  in  fact,  have  an  institution,  a  governmental  institu- 
tion and  a  set  of  agencies  that  are  going  to  be  able  to  begin  to  de- 
liver the  promises  that  individuals  have  inherent  in  the  way  in 
which  they  voted  and  executed  their  right  in  a  democratic  process? 

If  that  is  not  successful,  you  will  get  a  reversion  and  a  movement 
away  from  democracy.  So  that  is  why  I  said  it  is  so  fragile,  but  also 
why  the  initiatives,  such  as  Brian  discussed,  are  so  crucial  to  try 
to  move  forward  in  the  promotion  of  the  development  of  a  basic 
strong  democratic  process  and  set  of  institutions. 

Senator  Jeffords.  And  in  order  to  get  support  of  our  people,  we 
have  to  see  markets  opening  up  to  us  over  there.  And  what  better 
way  to  open  those  markets  up  than  to  have  our  people  over  there 
giving  them  the  basis  of  their  economics  of  democracy  so  that  they 
will  come  to  us  to  order  goods? 

And  that  is  as  important  as  anything  else  in  order  to  sustain 
support  for  our  efforts  over  there.  I  hope  that  we  will  see  some  de- 
velopment of  a  more  intensive  technological — technical  assistance 
program  forthcoming  to  see  how  we  can  do.  And  I  think  it  is  abso- 
lutely necessary. 

Mr.  Atwood.  Senator,  I  think  you  put  your  finger  on  what  has 
been  a  missing  link  in  our  development  programs. 

When  Senator  Helms  earlier  talked  about  the  30  years  and  that 
we  still  have  poverty  and  deteriorating  economic  conditions,  it  has 
been  because  we  have  pursued  our  economic  programs,  on  that 
level  only. 

We  have  not  tried  to  combine  it  with  political  development  at  the 
same  time.  There  has  been  a  great  debate  about  this.  Does  democ- 
racy really  contribute  to  development? 

It  is  quite  amazing  to  hear  this  debate  today,  but  it  is  what 
caused  a  lot  of  resistance  to  the  democracy  business.  Some  people 
in  the  development  community  were  calling  it  a  fad. 

I  think  we  have  enough  evidence  now  to  understand  why  a  more 
transparent,  accountable  system,  that  involves  the  people  at  the 
grassroots  level  in  making  choices,  contributes  to  economic  develop- 
ment as  well  as  it  does  to  freedom  and  liberty  and  all  of  those 
things  that  we  think  are  important. 

So  the  two  are  related.  And  it  may  have  been  the  missing  link. 
I  hope  that  we  can  prove  that  over  the  next  30  years. 

Senator  Jeffords.  Thank  you,  Mr.  Chairman. 

Senator  Sarbanes.  Thank  you  very  much. 

Gentlemen,  I  have  just  a  few  questions  I  want  to  put  to  you. 
First  of  all,  do  we  have  any  sense  of  how  long  the  PRD-20  exercise 
will  take? 

Mr.  Wharton.  Mr.  Chairman,  I  do  not,  although  at  least  one 
member  of  NSC  this  afternoon  told  me  that  it — their  report  draft 
is  imminent.  So  I  hope  that  it  will  be  forthcoming  very  quickly. 

If  so,  then  that  would  provide  a  basis  for  dealing  with  the  totality 
of  the  issues  that  I  know  this  committee  wishes  to  address. 

Senator  Sarbanes.  Am  I  right  in  my  perception  that  the  admin- 
istration is  not  in  a  position  to  submit  any  legislation  until  that  re- 
view is  completed? 

Mr.  Wharton.  That  is  correct. 
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Senator  Sarbanes.  So  you  are  not  in  a  position,  therefore,  to  ad- 
vance or  put  forth  a  legislative  posture  until  this  review  is  done, 
is  that  correct? 

Mr.  Wharton.  That  is  correct. 

Senator  Sarbanes.  And  then  working  off  of  that  review,  is  that 
correct? 

Mr.  Wharton.  Well,  we  could  do  it  on  AID  by  itself,  but  that 
really  would  not  be  particularly  helpful.  I  think  it  would  be  much 
better  to  have  the  totality  done  all  at  one  fell  swoop. 

Senator  Sarbanes.  So  you  could  not  even  do  the  report  on  AID 
in  the  absence  of  the  completion,  could  you? 

Mr.  Wharton.  I  do  not  know.  Do  you  think  we  could  try  an 
AID 

Senator  Sarbanes.  As  I  understood  it- 


Mr.  Atwood.  Do  you  mean  release  the  report 

Senator  Sarbanes.  Yes. 

Mr.  Atwood  [continuing].  This  report  that  we  are  talking 
about 

Senator  Sarbanes.  Yes. 

Mr.  Atwood  [continuing].  That  is  now  in  draft? 

Senator  Sarbanes.  Yes. 

Mr.  Atwood.  It  is 

Senator  Sarbanes.  I  do  not  see  how  you  could  do  the  substance 
of  the  legislation  if  you  cannot  even  do  that,  if  I  may  say  so,  but 
we  can  discuss  that  amongst  ourselves. 

Mr.  Atwood.  Yes. 

Senator  Sarbanes.  Let  me  ask  you  this  question:  There  are  a 
few  things  you  said,  Administrator  Atwood,  that  I  want  to  make 
sure  I  am  clear  on. 

Is  your  judgment  that  50  countries  is  where  you  are  going  to,  a 
judgment  dictated  by  the  budget  constraints?  Or  does  it  represent 
an  independent  judgment  on  other  bases  that  that  is  about  the 
right  number  of  countries  we  should  be  in? 

What  is  it  that  determines,  in  your  thinking,  that  we  should  be 
in  50  countries  rather  than  70  or  108  or  21?  What  is  the  standard 
that  is  leading  you  to  that  conclusion? 

Mr.  Atwood.  Senator,  as  a  superpower,  we  would  have  every 
reason  to  expect  that  we  should  be  effectively  involved  in  as  many 
countries  as  we  are  involved  in  now. 

But  given  the  span  of  control  that  we  have  over  our  programs 
and  our  ability  to  effectively  conduct  those  programs  and  the  fact 
that  we  are  working  in  many  countries  whose  governments  are  not 
participating  with  us  in  the  development  process  in  a  constructive 
way,  it  leads  me  to  conclude  that,  because  of  budget  constraints,  es- 
pecially on  the  operating  side,  we  can  effectively  operate  in  50 
countries. 

I  do  not  expect  us  to  be  able  to  reduce  in  the  next  few  years  to 
50  countries,  because  there  are  a  lot  of  other  considerations  that 
come  into  play.  I  am  simply  laying  that  down  as  a  marker  of  what 
I  think  we  can  do  effectively  within  the  budget  that  we  have  to  op- 
erate with  now. 

Senator  Sarbanes.  I  am  not  sure  that  is  giving  me  an  answer 
to  my  question.  Are  you  saying  to  me,  "If  we  really  could  find  the 
resources,  we  ought  to  be  in  a  lot  more  countries  and  that  it  is  im- 
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portant  to  us  for  the  following  reasons,"  or  are  you  saying,  "We  are 
in  too  many  countries  now  any  way  you  look  at  it,  and  we  ought 
to  get  out  of  a  lot  of  these  countries. 

Mr.  Atwood.  In  the  absence  of  reform,  in  the  absence  of  a  better 
focus  for  our  programs,  in  the  absence  of  creating  a  results-oriented 
agency,  in  the  absence  of  money,  we  cannot  be  involved  in  108 
countries. 

It  might  be  more  realistic  to  suggest  that  we  will  be  able  to  re- 
duce to  70  in  the  next  year,  because  we  are  going  to  have  to.  There 
is  no  other  choice. 

But  should  we  be  in  100  countries?  If  100  governments  in  the 
Third  World,  in  particular,  were  willing  to  be  active  partners  of 
ours  and  were  willing  to  put  their  own  resources  into  development, 
then  as  a  superpower  we  should  be  involved  in  all  of  those  coun- 
tries. 

Mr.  Wharton.  Mr.  Chairman,  let  me 

Senator  Sarbanes.  Can  I  continue?  Should  I  envision  getting  us 
down  to  where  we  are  in  the  10  most  significant  countries  and  out 
of  business  everywhere  else?  That  might  help  the  budget.  It  would 
certainly  provide  a  country  focus  for  AID  and  its  activities.  It  would 
simplify  this  whole  process  tremendously,  including  oversight  and 
pipeline  and  all  of  the  rest  of  it.  Maybe  it  is  only  in  about  10  coun- 
tries that  we  really  even  now  have  a  highly  significant  involvement 
in  terms  of  the  commitment  of  resources  and  personnel.  And  maybe 
we  should  just  drop  all  of  the  rest.  What  is  the  standard  you  are 
going  to  apply  to  determine  which  countries  are  in  and  which  coun- 
tries are  out?  And  how  far  can  I  take  that  standard? 

Mr.  Atwood.  Well,  let  me  just  say  that  we  are  trying  to  develop 
these  global  strategies.  That  implies  that  we  want  to  have  enough 
influence  and  leadership  in  the  world  to  convince  other  donors  that 
they  should  be  investing  in  the  same  objectives  that  we  feel  are  im- 
portant. 

If  we  are  going  to  have  global  strategies,  we  have  to  be  in  more 
countries  rather  than  in  less.  So  to  reduce  it  to  a  minimum  of  10 
or  even  50,  probably  would  not  enable  us  to  have  that  kind  of  influ- 
ence. 

We  are  already  next  to  last  among  the  OECD  countries  in  the 
percentage  of  GNP  that  we  provide  for  development.  We  are  second 
in  terms  of  the  gross  amount  that  we  provide  to  development.  And 
that  still  gives  us  a  great  deal  of  influence.  We  also  have 
influence 

Senator  Sarbanes.  That  is  bilateral  development? 

Mr.  Atwood.  That  is  bilateral,  yes. 

Senator  Sarbanes.  Where  do  we  rank  if  you  include  everything, 
our  contributions  to  the  multilaterals,  export  credits,  et  cetera,  et 
cetera? 

Mr.  Atwood.  That  contribution  does  include  the  multilateral  con- 
tributions, the  MDB's. 

Senator  Sarbanes.  It  does  include  the  multilateral? 

Mr.  Atwood.  That  is  right. 

Senator  Sarbanes.  OK  All  right.  So  it  is  not  just  bilateral. 

Mr.  Atwood.  It  is  not  just  bilateral. 

Senator  Sarbanes.  OK 
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Mr.  Atwood.  I  might  say  that  our  influence  within  the  multilat- 
eral banks  is  dwindling  very  quickly  as  we  build  up  our  arrearages 
in  those  organizations. 

Mr.  Wharton.  Mr.  Chairman,  I  guess  if  I  could  just  jump  in  for 
a  minute  on  this:  I  think  you  are  quite  correct  in  trying  to  pinpoint 
what  may  be  the  criteria  that  would  be  utilized  in  the  determina- 
tion of  when  a  country  is  in  or  out  and  how  many  countries  are 
capable  of  being  handled  by  AID. 

And  I  would  not  presume  to  develop  for  AID,  or  Brian,  his  cri- 
teria in  this  regard.  I  think  the  more  important  issue  is  the  fact 
that — with  which  I  concur,  is  the  judgment  that  Brian  has  that, 
given  the  present  configuration  of  needs  out  there  and  the  avail- 
able resources  within  AID  in  the  foreseeable  future  that,  in  fact, 
the  current  number  of  countries  is  simply  leading  to  sizable  ineffi- 
ciencies in  effectiveness  in  providing  the  kind  of  development  as- 
sistance or  foreign  assistance  that  is  required. 

Now,  whether  it  is  50  countries  or  25  or  40  or  70,  the  fact  is  that 
there  are  more  countries  and  more  programs  than  can  be  effec- 
tively managed  and  dealt  with  with  the  available  resources. 

Now,  having  said  that,  I  also  think  it  is  important,  from  my  per- 
spective, to  recognize  that  the  pressures  on  AID  and  on  the  foreign 
assistance  budget  over  the  foreseeable  future  are  likely  to  increase 
rather  than  decrease. 

And  I  was,  just  the  other  day,  going  down  the  list  of  countries 
that  are  not  currently  big  ticket  items  in  foreign  assistance  but 
which  are  likely  to  emerge  significantly. 

If  you  go  through  the  list  that  is  coming  down  the  pipe,  you  have 
Cambodia,  Haiti,  Guatemala,  probably  Somalia,  South  Africa.  If 
peace  breaks  out  in  the  Middle  East,  I  bet  it  is  going  to  go  up,  not 
down. 

You  know,  you  go  down  this  list,  and  suddenly  you  are  going  to 
have  another  set  of  institutions  that  are  going  to  be  coming  after 
AID  saying,  "OK.  You  have  to  come  in  and  provide  foreign  assist- 
ance." 

So  what  Brian  is  saying  is  that  we  have  a  situation  right  now 
where  we  are  going  to  have  to  start  making  some  tough  decisions 
on  what  countries  are  in,  what  countries  are  out,  and  the  basis  on 
which  we  go  in  or  out. 

And  it  is  going  to  be  very  similar  to  base  closings  here  in  the 
United  States,  because  the  pressures  are  going  to  be  enormous  to 
maintain  our  presence  in  all  108  countries  where  we  currently  have 
programs. 

What  Brian  is  saying  is  we  just  cannot  do  it. 

Senator  Sarbanes.  You  seem  to  be  making  the  assumption,  to  go 
back  to  the  earmark  question,  that  you  can  eliminate  the  specific 
without  affecting  the  general  figure.  And  it  may  well  be,  since  ap- 
propriations in  the  end  come  from  the  Congress,  that  the  general 
figure  actually  flows  out  of  the  specifics. 

Let  me  give  you  an  example.  We  have  been  hearing  from  people 
who  are  concerned.  The  international  health  and  medical  commu- 
nity is  concerned  that  you  want  to  drop  the  earmark  on  the  Vita- 
min-A  Deficiency  Program,  and,  therefore,  the  program  itself  may 
be  in  jeopardy.  That  is  a  $25  million  program.  The  argument  for 
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it  is  very  strong  in  terms  of  its  cost-effectiveness.  You  spend  a  very 
small  amount  of  money,  and  you  get  tremendous  results. 

And  that  program  was  funded  for  this  reason.  I  do  not  think  you 
can  assume  that  you  can  drop  the  program  and  still  keep  the 
money.  We  may,  in  fact,  have  that  $25  million  because  it  is  at- 
tached to  that  program.  And  that  is  just  but  one  example. 

Mr.  Wharton.  Well,  it  is 

Senator  Sarbanes.  I  just  raise  that  point  with  you. 

Mr.  Wharton.  Yes.  Mr.  Chairman,  if  I  could  just  respond 
though:  This  year  in  the  current  budget  process,  one  of  the  things 
that  was  very  striking  was  the  extent  to  which  we  had  to  have  off- 
sets in  order  to  meet  our  particular  budget  targets. 

And  we  had  programs  that  were  dramatically  reduced.  Now, 
when  that  happens,  it  is  going  right  across  the  board.  And  it  is  hit- 
ting certain  of  the  countries  where  we  have  those  programs. 

So  the  initiative  to  say,  "Yes.  We  ought  to  have  them,"  is  there. 

But  then  when  we  get  into  the  issue  of  how  we  are  going  to  meet 
our  budget  goals  and  make  those  reductions,  you  get  the  offsets. 
And  suddenly,  we  have  discovered  particular  programs  that  were 
virtually  zeroed  out. 

So  that  is  the 

Senator  Sarbanes.  Is  it  your  intention  to  give  us  a  congressional 
presentation  document  for  fiscal  year  1994? 

Mr.  Atwood.  We  are  in  a  period  of  transition.  We  have  given  an 
abbreviated  version  of  that  congressional  presentation  document  al- 
ready. The  question  is:  At  a  time  of  transition,  how  comprehensive 
can  it  be? 

We  have  already,  as  I  say,  provided  two  congressional  presen- 
tation documents.  The  first  one  was  in  April  1993,  which  was  a  so- 
called  streamlined  summary  discussing  the  new  administration's 
foreign  assistance  themes. 

And  the  second  document,  submitted  the  first  week  of  June,  in- 
cluded both  the  summary  budget  tables  and  preliminary  country 
level  estimates. 

There  is  a  question  as  we  go  through  this  process  of  downsizing 
as  to:  When  would  be  the  appropriate  time  to  present  this? 

I  guess,  given  the  drastic  cuts  that  have  been  made  in  the  devel- 
opment assistance  account,  if  it  does,  in  fact,  cost  as  much  money 
as  I  indicated  earlier  to  prepare  these  things,  we  might  wait  until 
we  know  what  the  number  is  and  then  present  the  congressional 
presentation  document  in  its  most  comprehensive  form. 

And  so  we  do  not  have  to  adjust  it  and  go  through  the  exercise 
again.  I  mean,  you  have  all  of  the  country  allocation  lists.  You 
have,  it  seems  to  me,  enough,  but  we  can  discuss  that  perhaps 
privately 

Senator  Sarbanes.  OK 

Mr.  Atwood  [continuing].  And  determine  what  more  is  needed. 

Senator  Sarbanes.  Now,  one  final  point:  You  made  reference  to 
onerous  accountability  sections  in  the  law,  but  you  made  that  ref- 
erence in  the  context  of  saying  that  contracts  had  been  put  out  in 
Eastern  Europe  on  a  nonbid  basis,  suggesting  that  the  bidding 
process  was  an  onerous  accountability.  Is  that  the  case? 


349 

Mr.  Atwood.  No.  I  indicated,  frankly,  as  the  Legal  Times'  piece 
indicates,  that  sometimes  when  you  are  in  a  rush  and  you  waive 
these  requirements,  you  do  make  mistakes,  and 

Senator  Sarbanes.  Do  you  regard  those  requirements  as  being 
an  example  of  onerous  accountability? 

Mr.  Atwood.  No.  But  I  think  some  of  the 

Senator  Sarbanes.  Here  is  what  I  am  searching  for. 

Mr.  Atwood.  All  right. 

Senator  Sarbanes.  I  want  to  get  off  the  level  of  the  general. 

Mr.  Atwood.  Yes. 

Senator  Sarbanes.  We  are  constantly  being  told  there  are  these 
accountability  requirements  that  are  onerous  and  do  not  allow  us 
to  do  business.  Today,  the  one  example  I  get  from  the  table  is  seen 
as  being  essentially  an  appropriate  accountability  requirement  in 
terms  of  the  bidding.  It  is  the  same  thing  on  the  reporting  require- 
ments. 

They  say  there  are  a  lot  of  reporting  requirements. 

I  do  not  argue  with  that.  There  are  a  lot,  and  some  of  them  could 
either  be  eliminated  or  ameliorated.  Some  are  appropriate  report- 
ing requirements.  So  I  think  we  need  a  better  definition  of  that. 

Mr.  Atwood.  Mr.  Chairman,  we  are  going  through  the  process 
now  of  trying  to  figure  out  what  we  have  done  to  complicate  this 
process. 

And  I  take  your  point.  I  do  not  mean  to  sound  like  the  typical 
executive  branch  witness  complaining  about  the  Congress,  because 
we  have  imposed  tremendous  requirements  on  people  that  apply 
for  grants  and  contracts  with  AID. 

There  is  something  called  the  RFP,  this  request  for  proposal.  It 
requires  anyone  who  wishes  to  bid  on  an  AID  proposal  to  put  books 
together  that  are  6  inches  thick,  12  inches  thick;  2  of  those  books 
are  required  in  most  cases  for  these  grants. 

That  means  that  we  are  limiting  the  number  of  people  that  can 
apply  for  an  AID  grant.  And  we  do  not  want  to  do  that.  We  want 
to  expand  it. 

We  need  to  figure  out  what  we  are  doing  to  ourselves  before  we 
can  then  come  to  you  with  a  comprehensive  reform  proposal  that 
enables  you  to  do  your  job  and  enables  us  to  be  accountable  to  you 
and  to  the  American  taxpayer  as  well,  but  does  cut  down  on  some 
of  the  paperwork  and  some  of  the  reporting  requirements. 

Senator  Sarbanes.  Well,  gentlemen,  thank  you  very  much.  You 
have  been  a  very  helpful  panel. 

Mr.  Wharton.  Thank  you. 

[Whereupon,  at  5:19  p.m.,  the  subcommittee  adjourned,  to  recon- 
vene subject  to  the  call  of  the  Chair.] 


67-803  0-93-12 


APPENDIX 


May  19,  1993 

Statement  of  U.S.  Overseas  Cooperative  Development  Council  (OCDC) 

We  appreciate  the  opportunity  to  submit  a  state  for  the  record  concerning  the 
Subcommittee's  hearing  on  foreign  assistance  authorization  legislation  for  FY  1994 
concerning  private  voluntary  organizations. 

Formed  in  1961,  the  U.S.  Overseas  Cooperative  Development  Council  is  a  private 
nongovernmental  organization  which  represents  more  than  100  million  members  of 
U.S.  cooperatives.  OCDC  is  composed  oi  ten  cooperative  development  organizations: 

•  Agricultural  Cooperative  Development  International 

•  Americas  Association  of  Cooperative/Mutual  Insurance  Societies 

•  Cooperative  Housing  Foundation 

•  Credit  Union  National  Association/World  Council  of  Credit  Unions 

•  Land  O'Lakes,  Inc. 

•  National  Cooperative  Business  Association 

•  National  Rural  Electric  Cooperative  Association 

•  National  Telephone  Cooperative  Association 

•  Tri  Valley  Growers,  Inc. 

•  Volunteers  in  Overseas  Cooperative  Assistance 

Currently,  U.S.  cooperative  development  organizations  are  engaged  in  over  75 
long-term  technical  assistance  projects  in  some  60  countries.  Their  annual  inter- 
national development  revenues  exceed  $40  million. 

The  involvement  of  U.S.  cooperatives  in  foreign  assistance  programs  began  in 
1961  with  the  Humphrey  amendment  to  the  Foreign  Assistance  Act.  This  provision 
(Section  601)  was  the  first  basic  human  needs  mandate  for  the  newly-created  Agen- 
cy for  International  Development.  The  premise  of  this  legislation  is  the  same  today 
as  it  was  in  1961:  the  United  States  should  share  its  self-help,  cooperative  ap- 
proaches with  people  overseas.  Cooperative  programs  have  undergone  major 
changes  over  the  years.  We  are  prepared  to  meet  new  challenges  of  more  sustain- 
able development.  Yet,  we  hold  to  the  fundamental  belief  that  assistance  programs 
should  continue  to  reflect  our  self-help  traditions  and  focus  on  programs  where  the 
U.S.  brings  special  expertise  and  can  have  a  demonstrable  impact. 

In  the  intervening  32  years,  U.S.  cooperatives  have  assisted  in  the  creation  and 
strengthening  of  all  types  of  cooperatives:  entire  rural  electric  systems  in  the  Phil- 
ippines and  Bangladesh  based  on  the  REA  model;  agricultural  cooperatives  which 
strengthen  communities  and  increase  incomes  of  poor  people;  credit  unions  which 
mobilize  savings  and  provide  small  loans  to  the  most  remote  African  villages;  and 
decent  shelter  and  services  for  residents  of  squatter  settlements  and  other  marginal 
communities. 

U.S.  cooperatives  have  risen  to  the  different  challenges  as  the  foreign  assistance 
programs  shifted  over  time.  We  helped  construct  a  successful  cooperative  fertilizer 
plant  in  India  in  the  early  1960s.  Our  employees  were  at  risk  in  providing  technical 
assistance  to  Cold  War  hot  spots  from  Vietnam  to  Central  America.  They  nave  been 
agents  for  peaceful  change  and  economic  development  into  rebel  infested  areas  of 
El  Salvador  and  Uganda.  We  continue  building  successful  village-level  cooperatives 
in  Africa.  Today,  we  are  heavily  engaged  in  U.S.  assistance  programs  to  Eastern 
and  Central  Europe  and  the  former  Soviet  Union. 

The  involvement  of  U.S.  cooperatives  has  grown.  Where  only  a  few  years  ago  we 
sent  30  volunteers  abroad  each  year  for  short-term  technical  assistance,  this  year 
we  are  sending  over  900.  Our  scope  of  programs  has  increased  to  include  the  cre- 
ation of  model  telephone  cooperatives  in  Poland  and  a  cooperative  insurance  com- 
pany in  the  Eastern  Caribbean. 

Several  large  U.S.  cooperatives  are  now  directly  engaged  in  U.S.  assistance  pro- 
grams tapping  their  employees  and  members  especially  for  bringing  agribusiness 
management  know-how  to  Eastern  and  Central  European  countries  and  throughout 
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the  new  republics  of  the  former  Soviet  Union.  U.S.  credit  unions  are  directly  provid- 
ing technical  assistance  and  training  for  credit  union  development  in  Poland, 
Ukraine  and  Russia. 

Why  have  U.S.  cooperatives  remained  relevant  to  foreign  assistance  programs 
over  this  span  of  years?  We  believe  it  is  the  enduring  nature  of  cooperatives  and 
their  fundamental  principles: 

•  They  are  private  enterprises  which  keep  economic  benefits  within  a  community. 

•  As  member-owned  and  democratically-operated  organizations,   they  promote 

S-assroots  democracy, 
ooperatives  build  free  and  open  markets  by  spreading  economic  power,  encour- 
aging competition  and  providing  market  leverage  for  small  producers. 

•  Cooperatives  realize  human  dignity  as  an  organized  way  for  low  income  people 
to  escape  from  poverty  and  achieve  dreams  such  as  homeownership  or  educating 
one's  child. 

•  Cooperatives  provide  the  means  to  mobilize  local  savings  and  to  integrate  com- 
munity-based businesses  into  regional  and  national  networks  as  systems  for 
sustainable  development. 

The  way  we  deliver  U.S.  foreign  assistance  has  also  remained  unchanged.  Our 
programs  are  people-to-people  in  which  we  can  tap  the  large  U.S.  cooperative  com- 
munity for  expertise.  Our  technical  assistance  comes  right  from  rural  or  urban 
America  and  carries  with  it  American  values  of  generosity  and  sharing.  Our  pro- 
grams remain  optimistic  and  grounded  in  practical,  can-do  attitudes  that  the  best 
programs  help  others  help  themselves. 

We  have  always  seen  assistance  as  mutually  beneficial.  Through  sharing  our  coop- 
erative ideas  and  knowledge,  we  have  had  to  ask  ourselves  basic  questions  about 
why  cooperatives  remain  important  to  us.  Participation  in  overseas  programs  has 
opened  international  windows  in  small  towns  through  hosting  foreign  trainees  in 
our  communities  and  cooperative  businesses.  By  sending  cooperative  employees 
overseas,  they  have  gained  international  perspectives  in  a  shrinking  global  economy. 
We  have  built  lasting  business  partnerships. 

Cooperatives  are  by  their  nature  inward  looking.  As  service  providers  directed  to- 
wards their  own  benefit,  our  members  ask  hard  questions  about  why  we  should  be 
involved  overseas.  For  many  years,  U.S.  cooperative  leaders  were  defensive.  Now, 
we  see  our  membership  attitudes  changing  rapidly.  CEOs  point  with  pride  to  their 
cooperative's  international  work.  Candidates  for  our  boards  of  directors  successfully 
campaign  and  win  office  on  planks  of  greater  international  involvement.  Our  mem- 
bers understand  better  today  the  importance  of  international  markets  and  urge 
more  trade-related  programs,  especially  in  the  huge  potential  markets  of  Eastern 
Europe  and  the  former  Soviet  Union.  There  is  a  greater  willingness  of  U.S.  coopera- 
tives to  invest  overseas  today  than  at  any  other  time  of  their  history. 

We  are  not  consulting  firms  formed  for  the  purpose  of  providing  technical  assist- 
ance or  training.  Rather,  we  are  cooperatives,  cooperative  trade  associations  or  non- 
Srofit  organizations  affiliated  with  cooperative  associations.  We  are  a  unique  and 
istinctive  type  of  private  voluntary  organizations. 

U.S.  cooperatives  have  carried  out  development  education  programs  before  the 
term  was  even  invented.  Since  we  are  owned  and  controlled  by  our  members,  we 
have  always  gone  to  our  membership  for  their  endorsement  and  support  for  inter- 
national programs.  We  have  continuously  informed  our  members  through  annual 
meetings,  publications  and  special  programs. 

U.S.  cooperatives  have  remained  a  steady  constituency  for  U.S.  foreign  assistance 
and  have  vocally  supported  foreign  assistance  legislation  over  the  years.  We  are  con- 
cerned about  the  erosion  of  public  and  Congressional  support  for  the  U.S.  Agency 
for  International  Development.  We  are  asking  our  members  to  reach  out  to  their 
communities  to  discuss  the  importance  of  foreign  assistance  programs.  We  are  ask- 
ing them  to  meet  with  new  members  of  Congress  to  discuss  our  people-to-people  as- 
sistance efforts. 

We  realize  that  we  must  do  more  with  less  foreign  assistance  given  the  need  to 
focus  on  securing  our  domestic  economic  security.  We  require  more  effective  U.S. 
economic  assistance  programs  in  the  new  post-Cold  War  era  in  which  the  threats 
are  based  more  on  ethnic,  religious  and  economic  disintegration.  We  need  U.S. 
value-driven  economic  assistance  which  promotes  civic  societies,  democracy  and  bot- 
tom-up economic  betterment.  U.S.  cooperatives  believe  that  people-to-people  assist- 
ance is  more  cost-effective,  more  relevant  and  more  appropriate  to  an  ever-shrinking 
global  economy. 

The  lack  of  real  movement  by  the  previous  Administration  to  reform  foreign  aid 
and  the  inability  of  Congress  to  pass  new  authorization  legislation  has  compounded 
the  leadership  drift  at  A.I.D.  With  a  major  expansion  of  programs  in  Central  and 
Eastern  Europe  and  the  Newly  Independent  States,  A.I.D.'s  role  has  become  more 
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complicated  and  diminished  to  the  extent  that  other  U.S.  Departments  and  agencies 
are  now  involved  in  assistance  programs.  A.I.D.  staff  is  stretched  thin  in  too  many 
countries. 

In  response  to  legitimate  financial  and  management  concerns,  A.I.D.  has  been  un- 
dergoing major  administrative  change  and  modernization.  Given  the  limitations  on 
personnel,  the  basic  organizational  structure  of  A.I.D.  needs  to  be  re-examined. 
Technical  staff  need  to  be  consolidated;  more  contracting  done  in  Washington;  and 
regional  offices  may  need  to  replace  many  A.I.D.  missions. 

We  believe  that  most  things  wrong  with  A.I.D.  can  be  corrected  with  strong  new 
leadership;  the  reshaping  of  programs  to  people-centered,  self-help  assistance  based 
on  the  diversity  and  strength  of  U.S.  nongovernmental  organizations;  and  a  more 
harmonious  partnership  of  the  Administration  and  Congress. 

Within  this  context,  we  would  like  to  offer  some  general  comments  towards  a  revi- 
talized A.I.D.  for  the  new  challenges  facing  the  United  States. 

•  We  fully  concur  with  Secretary  of  State  Warren  Christopher  and  Deputy  Sec- 
retary Clifton  Wharton  on  narrowing  the  focus  of  A.I.D.  We  look  forward  to  the 
results  of  their  90  day  review  and  consultations  with  Congress. 

•  We  strongly  supported  the  appointment  of  Brian  Atwood  as  the  new  A.I.D.  Ad- 
ministration and  look  forward  to  working  with  his  new  team.  We  have  been  pro- 
vide advice  to  the  Transition  Team  and  hope  to  work  closely  with  Administrator 
Brian  Atwood  on  ways  to  reorganize  and  streamline  A.I.D. 

•  We  agree  with  Administrator  Atwood  and  others  who  oppose  the  consolidation 
of  A.LD.  with  the  State  Department  or  its  dismemberment  through  assigning 
its  tasks  to  other  government  agencies.  We  believe  in  the  need  for  a  separate 
foreign  service  devoted  to  long-term  development  assistance.  We  need  a  focal 
point  for  our  foreign  assistance  programs  though  certain  programs  such  as  over- 
seas commercial  programs  or  electoral  activities  could  be  shifted  to  other  agen- 
cies in  narrowing  A.L  D.'s  programs. 

•  We  also  think  that  new  organizational  and  funding  mechanisms  within  A.I.D. 
need  to  be  created  for  expanding  the  effectiveness  of  people-to-people  assistance. 
Again,  we  are  concerned  that  A.I.D.  has  not  moved  to  fully  fund  the  Office  of 
Private  Voluntary  Cooperation  (PVC)  at  $60  million  in  spite  of  eight  straight 
years  of  Congressional  urging  by  both  House  and  Senate  authorization  and  ap- 
propriations committees.  We  continue  to  support  creation  of  a  center  for  PVO 
and  cooperative  programs  in  A.I.D.  which  has  been  strongly  supported  by  the 
Senate  Foreign  Relations  Committee  over  the  years.  This  center  was  contained 
in  last  year's  foreign  assistance  authorization  conference  bill.  A  major  purpose 
of  the  center  is  to  build  true  partnerships  and  move  away  from  the  usual  AJ.D. 
view  that  PVOs  and  cooperatives  are  merely  intermediaries. 

•  We  support  the  new  Administration's  focus  of  assistance  on  sustainable  develop- 
ment, democracy  and  the  promotion  of  free  markets.  We  see  sustainable  devel- 
opment as  supporting  nongovernmental  organizations  such  as  cooperatives 
which  outlast  the  delivery  of  assistance.  We  concur  in  Administrator  Atwood's 
recent  statement  before  the  House  Foreign  Affairs  Committee  that: 

Development  cannot  be  sustainable  if  it  is  not  participatory  and  people- 
oriented.  This  is  as  true  abroad  as  it  is  at  home.  Successful  programs  must 
incorporate  and  build  upon  the  skills  and  expertise  of  the  local  communities 
at  which  they  are  aimed.  A.I.D.  need  to  reach  out — oftentimes  with  the  help 
of  U.S.  PVOs  and  NGOs — to  those  individuals  and  groups  who  are  making 
a  difference  at  the  local  level  of  their  societies. 
U.S.  cooperatives  grew  out  a  local  self-help  efforts  by  farmers,  poor  people  and  un- 
derserved  citizens  to  solve  problems  themselves.  This  is  the  model  that  we  continue 
to  pursue  in  many  domestic  as  well  as  overseas  projects. 

We  also  agree  that  sustainable  development  must  be  focused  on  better  ways  to 
address  energy  and  agricultural  needs  in  developing  and  newly  democratic  coun- 
tries. Environmental  programs  should  reach  poor  people  in  villages  and  shanty 
towns  through  community-based,  self-help  programs  for  potable  water,  sanitation 
and  other  services. 

We  believe  that  A.I.D.'s  role  in  strengthening  democracy  should  be  through  build- 
ing civic  societies  and  nongovernmental  organizations,  not  directly  involved  in  par- 
tisan politics. 

We  strongly  support  the  promotion  of  free  markets,  especially  in  Eastern  and 
Central  Europe  and  the  former  Soviet  Union  through  privatization  of  agriculture 
and  strengthening  family  farming  including  establishment  of  cooperatives.  Also, 
credit  unions  are  an  important  means  to  mobilize  individual  savings  and  provide 
personal  and  small  business  credit  through  member-owned,  community -based  finan- 
cial institutions. 
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•  We  think  that  A.I.D.  will  need  to  continue  to  rely  more  on  U.S.  nongovern- 
mental organizations  in  the  delivery  of  foreign  assistance  because  they  are  more 
efficient,  require  less  A.I.D.  staff  and  can  better  achieve  the  goals  of  sustainable 
development  and  stronger  democratic  societies.  We  recommend  that  A.I.D.  shift 
away    from    government-to-government    programs    especially    those    involving 
budget  support  in  exchange  for  policy  reforms.  These  types  of  programs  should 
be  centered  in  multilateral  institutions.  We  also  strongly  support  maintaining 
and  expanding  the  use  of  volunteers  in  overseas  assistance  efforts. 
It  is  our  opinion  that  a  revitalized  foreign  assistance  based  on  these  principles  can 
gain  the  broad  support  of  the  American  public.  We  believe  that  the  unique  contribu- 
tion which  we  can  share  with  those  abroad  is  the  richness,  diversity  and  capacity 
to  organize  nongovernmental  organizations  and  cooperatives  to  solve  economic  and 
social  challenges.  In  a  world  beset  with  ethnic  and  religious  strife,  the  pulling  to- 
gether of  people  through  self-help  organizations  for  individual  betterment  is  the 
most  appropriate  way  that  the  U.S.  can  meet  the  challenge  of  a  new  and  more  dif- 
ficult world. 


Statement  of  U.S.  Catholic  Conference  Committee  on  International  Policy 

USCC  STATEMENT  ON  FOREIGN  AID 

A.  Introduction  and  Background 

1.  In  his  1987  World  Day  of  Peace  Statement,  Pope  John  Paul  II  identified  devel- 
opment and  solidarity  as  "Two  Keys  to  Peace."  Now,  as  the  U.S.  Catholic  Conference 
looks  at  foreign  aid  in  a  post-Cold  War  era  in  light  of  a  century  of  Catholic  social 
teaching,  the  U.S.  Catholic  bishops  continue  to  regard  development  and  solidarity 
as  the  twin  pillars  for  a  lasting  structure  of  world  peace.  Our  commitment  to  soli- 
darity with  the  Third  World  in  development  arises  from  our  50  years'  experience 
in  relief  and  development  work  through  Catholic  Relief  Services,  as  well  as  frequent 
communication  and  visits  with  other  bishops'  conferences  and  their  aid  agencies 
around  the  world.  We  are  convinced  that  the  eradication  of  poverty  and  the  pro- 
motion of  equitable  development  are  the  surest  means  at  hand  to  address  the  causes 
of  war. 

2.  We  also  see  an  urgent  need  of  moral  leadership  in  the  post-Cold  War  era,  and 
we  believe  that  the  active  solidarity  of  the  United  States  with  the  nations  of  the 
South  is  required  in  the  work  of  development — beginning  with  a  reform  of  U.S.  for- 
eign aid  that  will  focus  it  on  alleviating  poverty  and  will  supply  some  of  the  moral 
capital  for  credible  leadership  among  nations.  For  today,  as  Pope  John  Paul  II  has 
declared,  "a  leadership  role  among  nations  can  only  be  justified  by  the  possibility 
and  the  willingness  to  contribute  widely  and  generously  to  the  common  good"  (SRS 
23). 

3.  When  we  speak  of  development,  we  do  not  mean  economic  growth  alone,  though 
that  is  essential  for  the  eventual  eradication  of  poverty  and  to  human  progress  gen- 
erally. We  refer  equally  to  the  growth  of  social  institutions  which,  in  the  words  of 
Pope  Paul  VI  "promote  the  good  of  every  man  and  of  the  whole  man"  (PP  14).  From 
the  church's  point  of  view,  development  must  be  linked  to  ending  poverty.  Before 
all  else,  development  consists  in  the  eliminating  of  the  causes  of  poverty,  especially 
the  degrading  impoverishment  that  daily  forces  a  fifth  of  the  human  family  to  eke 
out  an  existence  at  the  very  edge  of  survival.  In  our  1986  pastoral  letter  on  the  U.S. 
economy,  Economic  Justice  for  All,  we  called  for  "a  U.S.  international  economic  pol- 
icy designed  to  empower  people  everywhere  and  enable  them  to  continue  to  develop 
a  sense  of  their  own  worth,  improve  the  quality  of  their  lives,  and  ensure  that  the 
benefits  of  economic  growth  are  shared  equitably"  (EJA  292). 

4.  In  a  wider  sense,  when  we  speak  oi  development  we  mean  moving  from  social 
"conditions  which  are  less  human  to  those  which  are  more  human"  (PP  20).  Eco- 
nomic growth,  of  course,  has  a  major  role  to  play  in  this  progress;  but  Catholic  social 
teaching  has  consistently  warned  of  the  danger  of  thinking  of  development  I  purely 
economic  terms  and  has  insisted  on  the  need  for  social  progress  and  moral  balance 
in  order  that  authentic  development  take  place.  For  this  reason,  foreign  aid  which 
puts  people  first  must  give  at  least  equal  weight  to  social  development. 

5.  Development,  not  just  in  our  tradition  Dut  in  the  broader  Christian  heritage 
as  well,  is  a  good  in  which  all  people  should  share,  because  God  has  supplied  the 
goods  of  the  earth  for  the  welfare  of  the  whole  human  family.  The  current  disparity 
in  enjoyment  of  these  goods,  moreover,  gives  rise  to  special  obligations  of  solidarity 
on  the  part  of  affluent  people  to  recognize  "the  equal  right"  of  the  poor  "to  be  seated 
at  the  table  of  the  common  banquet'  prepared  by  the  Creator  of  all  (SRS  33;  PP 
47). 
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6.  Our  practical  experience  in  humanitarian  relief  and  development  work,  both  as 
a  church  and  through  agencies  like  Catholic  Relief  Services,  tells  us  that  where 
large  populations  subsist  in  extreme  poverty,  economic  development  ought  to  be 
geared  to  local  self-help  programs.  Such  programs,  even  while  they  improve  the  ma- 
terial circumstances  of  a  community,  also  enhance  communal  initiative  and  contrib- 
ute to  a  heightened  sense  of  the  participants'  dignity  as  human  beings. 

7.  In  our  view,  these  obligations  of  solidarity  incumbent  on  those  who  benefit  from 
the  same  international  economic  system  that  now  deepens  the  poverty  of  the  poor 
include,  at  a  minimum,  the  following: 

(1)  generous  economic  assistance,  particularly  to  the  poorest  countries,  to  as- 
sist them  in  their  development; 

(2)  reform  of  international  economic  arrangements,  particularly  global  rules 
of  trade,  to  promote  the  entry  of  poor  nations  into  the  world; 

(3)  further  alleviation  of  the  debt  burden  borne  by  Third  World  nations; 

(4)  humanitarian    relief    and    refugee    assistance    to    victims    of    under- 
development, ecological  collapse,  political  disorder,  and  armed  conflict. 

In  sum,  foreign  aid  is  just  one  element  in  a  broader  strategy  of  development. 

8.  One  way  to  define  solidarity  is  leadership  on  behalf  of  the  whole  human  fam- 
ily— leadership  not  just  in  the  national  interest,  but  in  the  human  interest.  We 
stand  at  a  unique  juncture  in  human  history  when  we  must  reaffirm  the  unity  of 
the  human  family.  Moreover,  it  is  in  our  interest  to  do  so,  because  a  clear  commit- 
ment to  promote  equitable  development  through  foreign  aid  and  other  means  will 
prevent  further  disintegration  ana  conflict  in  the  former  Soviet  Union  and  help  to 
alleviate  problems  which  could  bring  about  long-term  conflict  between  the  North 
and  the  South.  Thus,  foreign  aid  is  just  one  element  in  development  policy. 

9.  In  our  view,  therefore,  the  supreme  and  uncontested  goal  of  U.S.  foreign  aid 
ought  to  be,  within  the  limits  of  our  national  capacities  and  in  coordination  with 
other  donors,  to  help  poor  people  escape  the  misery  in  which  they  find  themselves. 
We  believe  that  it  falls  particularly  to  the  United  States,  as  the  world's  single  super- 
power, to  provide  exemplary  leadership  in  devising  a  strategy  of  solidarity  between 
the  nations  of  the  North  and  those  of  the  South.  We  must  not  disregard  the  warning 
of  Pope  John  Paul  II  "If  a  nation  were  to  succumb  *  *  *  to  the  temptation  to  close 
in  upon  itself  and  failed  to  meet  the  responsibilities  following  from  its  superior  posi- 
tion in  the  community  of  nations,  it  would  fall  seriously  snort  of  its  clear  ethical 
duty." 

B.  USCC  and  Foreign  Aid 

10.  Our  1986  pastoral  letter  on  the  U.S.  economy,  Economic  Justice  for  All,  de- 
voted considerable  attention  to  foreign  aid  as  perhaps  the  most  direct  public  policy 
expression  of  international  solidarity.  The  letter  emphasized  the  social  responsibility 
of  the  industrialized  countries  and  the  preferential  option  for  the  poor.  USCC  rep- 
resentatives have  often  testified  affirmatively  before  Congressional  committees,  and 
there  has  been  correspondence  with  key  members  of  Congress  nearly  every  year. 

11.  The  decade  of  the  1990s,  however,  calls  for  a  new  kind  and  focus  of  debate 
on  foreign  aid — or,  more  broadly,  international  development.  Increasing  concern 
about  the  domestic  economy,  together  with  a  weaker  rationale  for  the  strategic  (i.e., 
anti-communist)  purposes  of  foreign  aid,  are  shifting  the  debate  in  directions  that 
do  not  bode  well  for  authentic  development  in  what  used  to  be  called  the  Third 
World.  Moreover,  the  development  philosophy  of  the  major  aid  donors  has  prompted 
a  somewhat  more  reserved  tone  in  the  Conference's  approach  to  this  matter. 

C.  Current  Issues 

12.  The  variegated  character  of  the  foreign  aid  program — including,  as  it  does,  de- 
velopment aid,  security  aid,  military  aid,  food  aid,  assistance  to  refugees  and  mi- 
grants, anti-terrorism,  international  narcotics  control,  loan  guarantees,  multilateral 
aid  through  the  World  Bank  and  the  IMF,  voluntary  contributions  to  U.N.  agen- 
cies— seems  ripe  for  a  fundamental  new  look,  especially  with  a  new  administration 
and  Congress  involved.  It  has  grown  and  been  modified  over  the  years,  mainly 
through  accretion;  and  the  new  global  economic  situation,  marked  by  both  political 
change  and  a  sharpening  emphasis  on  environmental  integrity  and  sustainable  de- 
velopment, demands  that  it  be  reexamined.  Many  of  the  earmarks"  were  inserted 
by  members  long  gone  from  the  Congress,  often  to  deal  with  situations  long  since 
faded  into  history.  Foreign  aid  has  never,  on  its  merits,  enjoyed  broad  support  in 
the  Congress;  and  successive  Administrations  have  from  the  beginning  used  it  as 
a  tool  of  U.S.  foreign  policy — which  itself  faces  new  challenges. 

13.  The  outcome  of  the  1992  election,  the  altered  profile  of  the  103d  Congress,  the 
emphasis  on  the  domestic  economy,  the  recognition  of  a  watershed  in  global  history, 
and  the  awareness  that  change  is  in  the  air— all  combine  to  suggest  that  inter- 
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national  economic  policy  is  an  area  in  which  the  voice  of  the  Catholic  bishops  should 
be  raised  once  again  in  behalf  of  the  poor  and  of  social  justice.  USCC  is  determined 
to  rethink  both  its  approach  to  foreign  aid  and  the  manner  in  which  it  will  enter 
into  the  renewed  debate  on  the  relevant  issues.  We  will  support  only  development 
assistance  that  fits  within  an  overall  philosophy  of  integral  and  authentic  develop- 
ment consistent  with  Catholic  social  teaching.  We  need  to  offset  efforts  already 
under  way  to  focus  U.S.  policy  in  one  self-interested  direction  or  other.  We  will  re- 
sist conditioning  foreign  aid  on  "structural  adjustment,"  promoting  "democracy"  (un- 
derstood too  narrowly),  increasing  U.S.  exports  to  recipient  countries  through  "tied 
aid,"  or  maintaining  high  levels  of  military  and  strategic  assistance. 

D.  Goals  for  Reform 

14.  Support  for  items  included  in  recent  correspondence  with  leading  members  of 
Congress  will  be  reiterated  and  supplemented  by  other  items  designed  to  enhance 
authentic  development.  In  broad  terms  these  include: 

a.  A  reduction  in  military  assistance  overall  and  in  economic  support  funds 
(ESF)  for  "strategically  located"  countries;  we  are  pleased  with  the  cuts  that 
have  been  made  in  this  area  in  recent  vears  (from  65  to  40  percent  of  total  aid) 
and  hope  they  will  accelerate  in  view  of  the  fading  rationale  for  such  aid; 

B.  Increased  funding  for  programs  designed  to  advance  authentic  develop- 
ment which  helps  people — i.e.,  lor  Sub-Saharan  Africa,  for  environmental  pro- 
grams, for  grassroots  development,  for  child  survival,  for  such  U.N.  programs 
as  UNICEF,  IF  AD  (the  International  Fund  for  Agricultural  Development),  and 
UND7EM  (the  International  Fund  for  Women),  and  for  aid  to  Central  and  East- 
ern Europe,  provided  it  does  not  reduce  help  for  more  needy  countries; 

c.  Conditioning  DDA-10  replenishment  on  careful  review  and  monitoring  to 
ensure  that  projects  and  programs  undertaken  through  this  window  of  the 
World  Bank  really  help  the  poor  and  do  not  lead  to  the  adverse  outcomes  of 
standard  structural  adjustment  programs; 

d.  Reduction  or  elimination  or  PL  480  Title  I  (the  concessional  loan  program 
which  mainly  promotes  U.S.  food  exports)  and  maintenance  of  those  elements 
of  Titles  II  and  III  (the  grant  programs)  that  support  relief  or  development  ac- 
tivities. These  last  are  the  funds  that  support  the  food  distributed  by  non- 
governmental organizations  like  Catholic  Relief  Services,  whose  programs  have 
been  growing  steadily  to  meet  worsening  conditions  in  many  countries; 

e.  Increasing  the  emergency  aid  already  made  available  for  the  growing  num- 
bers of  refugees  and  persons  displaced  by  war,  famine,  drought,  and  other  ad- 
verse conditions. 

15.  This  basic  list  implicitly  expresses  the  bishops'  conviction  that  sustainable  de- 
velopment and  the  preferential  option  for  the  poor  have  to  be  the  rationale  and  core 
of  U.S.  international  development  policy,  and  therefore  of  foreign  aid.  They  con- 
stitute the  bedrock  of  USCC's  priorities  for  international  economic  policy  (shared 
with  many  others),  which  are: 

1)  alleviation  of  poverty; 

2)  promotion  of  equitable  development,  which  corrects  the  current  unfair  dis- 
tribution of  its  benefits; 

3)  protection  of  the  environment,  so  that  environmental  degradation  will  not 
take  place  and  poor  people  will  not  have  to  deplete  the  natural  resource  base 
in  order  to  live  a  decent  human  life; 

4)  promotion  of  human  rights  and  democracy  in  the  developing  countries;  for 
us,  democracy  means  the  protection  of  human  rights,  government  accountabil- 
ity, a  civil  society,  and  full  participation  by  all  people. 

16.  We  believe  that  these  priorities  apply  not  only  to  foreign  aid,  but  to  other 
international  economic  transactions  such  as  debt,  trade,  and  foreign  investment. 
Policy  in  all  these  areas  should  be  based  on  and  grow  out  of  a  strong  and  affirma- 
tive commitment  to  human  rights,  poverty  alleviation,  and  environmental  sustain- 
ability. 

E.  The  Unbroken  Tradition 

17.  This  position  of  the  bishops  flows  logically  and  naturally  from  the  unbroken 
tradition  established  by  the  successors  of  Pope  Leo  XIII:  Popes  Pius  XI,  in 
Quadragesimo  Anno  (1931),  Pius  XII,  in  his  famous  radio  addresses,  John  XXIII,  in 
Mater  et  Magistra  (1961)  and  Pacem  in  Terris  (1963),  Paul  VI,  in  Populorum 
Progressio  (1967)  and  Octogesima  Adveniens  (1971),  and  John  Paul  U,  in  Laborem 
Exercens  (1981),  Sollicitudo  Rei  Socialis  (1987),  and  Centesimus  Annus  (1991).  More- 
over, the  Second  Vatican  Council's  Gaudium  et  Spes  (1965)  and  the  statement  of  the 
Synod  of  Bishops,  Justitia  in  Mundo  (1971)  carry  these  same  themes  forward  into 
the  contemporary  world. 
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18.  In  Populorum  Progressio  Pope  Paul  VI  said,  "Development  is  the  new  name 
for  Peace."  Pope  John  Paul  II  quoted  that  statement  in  his  20th  anniversary  letter, 
Sollicitudo  Rei  Socialist,  and  went  on  to  connect  the  poverty  and  underdevelopment 
he  observed  with  the  "griefs  and  anxieties"  foreseen  by  the  Council  and  with  Paul 
Vrs  insistence  on  the  rich  nations  duty  "to  help  the  developing  countries."  He  went 
on  to  add  that  "True  development  cannot  consist  in  the  simple  accumulation  of 
wealth  and  in  the  greater  availability  of  goods  and  services  *  *  *  (and)  How  can 
one  justify  the  fact  that  huge  sums  of  money,  which  could  and  should  be  used  for 
increasing  the  development  of  peoples,  are  instead  utilized  for  the  enrichment  of  in- 
dividuals or  groups  *  *  *" 

F.  Conclusion 

19.  In  our  recent  statement  on  American  Responsibilities  in  a  Changing  World, 
we  warned  against  the  danger  of  a  new  kind  of  isolationism,  born  out  of  the  waning 
foreign  threat  and  the  growing  concern  about  the  domestic  U.S.  economy.  "Today 
more  than  ever  our  world  needs  an  ethic  of  solidarity  and  a  vision  of  the  global  com- 
mon good."  Sustainable  development,  in  our  view,  is  a  major  priority  in  pursuing 
the  global  common  good;  and  foreign  aid  is  one  of  the  most  direct  ways  in  which 
this  country  can  participate  in  that  pursuit.  For  that  reason,  we  welcome  the  re- 
newed attention  being  given  to  foreign  aid;  and  we  offer  these  thoughts  in  broad 
support  of  it.  This  is  an  important  period;  the  choices  made  and  policies  set  in  the 
next  few  months  can  have  a  decisive  impact  on  the  human  survival  of  the  peoples 
of  the  world  in  the  third  millennium  and  the  twentieth  century. 


MAY  27,  1993 

Responses  of  Ms.  Spero  to  Questions  Asked  by  the  Subcommittee  on 
International  Economic  Policy,  Trade,  Oceans  and  Environment 

Question.  How  are  the  activities  of  the  U.S.  Trade  and  Development  Agency  co- 
ordinated with  those  of  the  U.N.  Development  Program  to  ensure  they  are  neither 
redundant  nor  working  at  cross  purposes; 

Answer.  The  U.S.  Trade  and  Development  Agency  is  a  U.S.  Government  agency 
which  promote  U.S.  exports;  the  U.N.  Development  Program  is  a  U.N.  specialized 
agency  with  a  mandate  to  promote  economic  and  social  development.  The  two,  there- 
fore, have  quite  different  mandates  and  are  not  inclined  to  overlap  nor  work  at  cross 
purposes. 

The  State  Department  leads  an  interagency  delegation  to  meetings  of  UNDP's 
Governing  Council.  The  delegation's  instructions  are  cleared  by  all  interested  U.S. 
Government  agencies  to  ensure  that  UNDP  interventions  are  complementary  to 
other  bilateral  and  multilateral  programs. 

The  State  Department  also  participates  actively  in  the  Trade  Promotion  Coordina- 
tion Committee  (TPCC),  through  which  the  Clinton  Administration  is  working  to  de- 
velop an  integrated  strategy  to  help  American  businesses  take  advantage  of  trade 
and  investment  opportunities  overseas. 


Statement  of  Barbara  J.  Bramble,  Director,  International  Programs  of  the 

National  Wildlife  Federation 

Introduction 
the  ngo  community  agrees  on  the  needed  REFORMS  OF  IDA 

Mr.  Chairman,  members  of  the  subcommittee,  I  am  Barbara  J.  Bramble,  Director 
of  International  Programs  for  the  National  Wildlife  Federation,  which  is  the  nation's 
largest  non-profit  environmental  organization,  with  over  5.3  million  members  and 
supporters. 

I  am  sure  you  are  aware  of  the  long  struggle  between  the  environment  and  devel- 
opment community  and  the  Multilateral  Development  Banks  (MDBs).1  You  may 
also  be  aware  of  recent  debates  within  our  community  about  the  way  to  approach 
the  Tenth  Replenishment  of  the  International  Development  Association.  I  will  make 


i  Records  of  the  Subcommittee  contain  ample  documentation  of  the  serious  threats  to  the  envi- 
ronment and  the  well-being  of  millions  of  people  posed  by  different  MDB  programs  and  policies 
over  the  years. 
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a  brief  summary  of  this  process  before  I  detail  what  I  see  as  the  crucial  reforms 
to  insist  upon  at  the  Bank. 

The  controversy  surrounding  a  long  series  of  IDA  projects,  including  the  Narmada 
Valley  Dams,  has  been  building  up  steadily  over  the  past  decade.  NGOs  from  all 
over  the  world  have  clamored  for  major  reforms  of  the  MDBs,  especially  the  World 
Bank,  including  IDA.2  Many  NGOs  seek  controls  on  the  power  of  these  institutions 
so  as  to  limit  their  destructive  impacts.  Up  to  now,  conditions  attached  to  the  Con- 
gressional authorizations  and  appropriations  have  yielded  significant  advances  on 
paper,  and  a  few  improvements  on  the  ground,  but  not  the  fundamental  reorienta- 
tion of  Bank  practices  that  is  urgently  needed. 

The  release  of  the  Morse  Commission's  report 3  in  June  of  last  year  and  the  deliv- 
ery of  the  Wapenhans  report  *  shortly  afterwards  have  opened  a  new  phase  in  the 
reform  campaign.  These  reports  point  to  a  clear  conclusion:  Bank  projects  are 
underperforming  and  failing  in  larger  numbers  than  ever;  and  this  is  being  caused 
(at  least  in  part)  by  poor  environmental  design,  bad-faith  cost/benefit  analysis  and 
appraisal,  and  lack  of  public  participation  in  the  whole  project  cycle.  This  confirmed 
what  NGOs  have  been  saying  all  along.  With  official  recognition  of  fundamental 
flaws  in  Bank  practices  and  procedures,  this  finally  seems  to  be  the  time  when  real 
reform  is  possible. 

The  kinds  of  reforms  that  are  needed  now  are  those  which  will  leverage  the  efforts 
of  the  past  to  achieve  a  bigger  change  in  Bank  lending  operations.  The  effect  of  the 
reforms  must  be  to  enable  local  groups  to  monitor  project  impacts  for  themselves — 
for  this  they  need  access  to  information  and  recourse  to  an  independent  appeals 
mechanism.  It  is  also  imperative  that  the  poverty  impacts  of  lending  operations  re- 
ceive as  much  attention  as  environmental  impacts,  and  that  adjustment  loans  be 
subject  to  the  same  requirement  as  investment  loans  for  assessing  impacts  on  both 
poverty  and  the  environment. 

On  all  of  these  measures  and  more,  there  is  wide  agreement  among  NGOs  from 
all  over  the  world.     . 

However,  there  has  been  a  serious  debate  about  how  to  achieve  these  reforms,  and 
what  to  do  about  the  IDA  10  replenishment  in  the  meanwhile.  Many  NGOs  from 
IDA  countries,  particularly  in  Asia,  see  the  replenishment  as  the  critical  time  to 
push  for  the  reforms.  They  have  asked  us  to  seek  a  cut  in  IDA  funding,  with 
reprogramming  of  the  withheld  portion  to  help  poor  countries. 

But  many  African  NGOs  do  not  share  this  view.  Most  Sub-Saharan  African  na- 
tions are  trapped  on  a  treadmill:  they  need  the  foreign  exchange  IDA  provides,  even 
though  they  know  that  the  loans  are  deepening  their  debt  and  the  adjustment  condi- 
tions may  make  things  even  worse  for  the  poor  and  the  environment.  Many  NGO 
leaders  as  well  as  historians  blame  northern  nations'  past  credit  policies,  inflation- 
fighting  high  interest  rates,  and  protectionist  trade  policies  for  creating  (or  at  least 
exacerbating)  this  situation.  Ironically,  the  World  Bank/IDA  is  itself  blamed  for 
making  things  worse,  with  an  over-emphasis  on  exports  and  imposing  politically  im- 
possible adjustment  demands,  heedless  of  the  impacts.  But  inequitable  and  damag- 
ing as  IDA  activities  might  be,  the  African  NGOs  are  fearful  that  a  sudden  reduc- 
tion of  the  flow  of  IDA  rands  would  hurt  the  poor  even  more;  and  they  feel  their 
countries'  access  to  non-IDA  sources  of  foreign  exchange  are  too  limited.  The  bottom 
line  is  that  bad  programs  and  projects  are  better  than  none  at  all.  It  is  not  for 
northern  NGOs  to  argue  with  this  assessment — we  do  not  have  to  live  with  the  con- 
sequences. 

Moreover,  some  African  NGO  leaders  question  whether  funds  cut  from  IDA  10 
would  really  be  reprogrammed,  rather  than  just  disappearing  into  the  U.S.  budget. 
This  argument,  too,  is  not  without  foundation.  Consequently,  until  real  alternative 
mechanisms  are  set  up  for  debt  relief  or  channeling  aid  funds  more  effectively,  or 
until  terms  of  trade  improve  to  the  point  where  they  can  earn  a  reasonable  return 
on  their  exports,  African  NGO  leaders  urge  us  to  keep  on  pressing  for  reforms  in 
the  old  way,  without  threatening  a  reduction  in  the  funds  which  reach  IDA  coun- 
tries. 

A  large  number  of  organizations  from  all  over  the  world  have  debated  this  ques- 
tion, proposing  different  ways  to  reprogram  the  IDA  funds  so  that  flows  to  severely 
indebted  low  income  countries  would  better  than  compensate  for  any  losses  of  IDA 


a  See  notes  of  "Meeting  Between  IDA  Deputies,  Executive  Directors  and  NGOs.'  Sept.  16,  1992. 
attached  to  the  statement  of  Lisebo  Khoali-McCarthy,  delivered  on  behalf  of  FAVDO  and  Inter- 
action. 

3Sardar  Sa.ro var:  the  report  of  the  Independent  Review,  B.  Morae  and  T.  Berger,  1992. 

*  Report  of  the  Portfolio  Management  Task  Force,  1992. 
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funding.5  But  the  problem  for  African  IDA  countries  remained.  So  how  are  we  going 
to  get  the  Bank  to  live  up  to  its  public  commitments  to  openness,  democratic  proc- 
ess, and  objective  project  appraisal  with  honest  environmental  and  social  impact  as- 
sessment? 

Part  of  the  answer  lies  in  the  fact  that  there  is  now  a  new  Administration,  whose 
own  goals  mirror  many  of  the  reforms  we  seek  at  the  World  Bank — "putting  people 
first,  encouraging  public  participation,  helping  the  poor  to  help  themselves,  and 
promoting  environmental  protection  as  part  01  economic  development.  We  believe 
there  is  a  major  new  opportunity  to  make  progress  if  the  Administration  places  an 
emphasis  on  these  issues  at  a  high  level  in  the  government.  We  hope  to  see  a  pro- 
ductive partnership  among  the  Treasury  Department,  the  State  Department  and  the 
Congress  which  could  promote  a  significant  change  in  all  the  MDBs. 

The  second  part  of  the  answer  to  how  to  achieve  World  Bank  reforms  and  avoid 
harm  to  IDA  nations  is  for  the  Congress  to  boost  the  Administration's  negotiating 
efforts  with  a  conditioned  replenishment  authorization,  (and  subsequent  appropria- 
tions) with  guaranteed  re  programming  of  any  withheld  funds  to  multilateral  debt 
relief  for  IDA  countries.  Under  this  proposal,  the  IDA  contribution  would  be  author- 
ized for  three  years,  but  divided  into  three  portions  which  would  become  available 
upon  the  certification  by  the  Departments  of  Treasury  and  State  that  the  conditions 
(the  reforms  outlined  below)  have  been  met.  But  if  the  reforms  are  not  implemented, 
a  certain  percentage  of  the  second  or  third  payments  would  be  reprogrammed  for 
debt  relief.  This  would  require  the  agreement,  support  and  cooperation  of  the  For- 
eign Operations  Appropriations  Subcommittees  of  both  the  House  and  the  Senate, 
which  would  decide  the  actual  funding  levels  for  IDA  each  year. 

The  proposal  has  the  merit  of  ensuring  undiminished  flows  of  funds  to  the  poorest 
countries,  allowing  the  Bank  a  grace  period  in  which  to  reorganize,  and  a  staged 
reprogramming  ol  funds  thereafter  if  the  goals  of  the  reforms  are  not  met.  Best  of 
all,  the  plan  can  be  implemented  without  a  breach  of  the  IDA- 10  agreement.  The 
reforms  are  all  within  the  control  of  the  Bank  and  its  Board  to  implement.  None 
of  them  should  require  more  than  a  year  to  effect.  Thus  the  responsibility  lies  whol- 
ly with  the  Bank  to  respond  positively  to  these  important  recommendations. 

Therefore,  the  subcommittee  reaches  agreement  with  the  administration  on  a  high 
level  commitment  to  seek  the  reforms  listed  below,  National  Wildlife  Federation 
would  support  the  full  tenth  replenishment  of  IDA,  subject  to  the  conditions  and 
possible  reprograi.vming  of  funds,  described  in  the  next  sections. 

Reforms  Necessary  to  Accomplish  the  Goals  of  the  IDA  10  Replenishment 

Similar  to  the  Ninth  Replenishment  of  IDA,  the  agreement  for  IDA  10  properly 
emphasizes  poverty  reduction  and  environmental  sustainability  as  two  of  the  main 
objectives  to  support  development  in  the  poorest  countries.6 

Unfortunately,  in  the  tenth  replenishment,  also  like  IDA  9,  the  measures  agreed 
to  by  the  member  countries  to  reach  the  poverty  and  environment  objectives  are 
well-meaning,  but  without  benchmarks,  targets  or  timetables.  We  recommend  the 
following  reform  measures,  which  are  consistent  with  the  language  of  IDA  10,  but 
would  provide  a  much  more  clear  indication  of  actual  progress.  The  U.S.  contribu- 
tion should  be  conditioned  on  achieving  the  following: 

I.  INSTITUTIONAL  REFORMS 

A.  CREATION  OF  AN  INDEPENDENT  APPEALS  MECHANISM  FOR  THE  WORLD  BANK 

The  most  fundamental  change  that  is  needed  in  DDA  operations  is  to  ensure  that 
the  affected  people  have  a  chance  to  be  heard.  NGOs,  especially  here  in  Washington, 
have  attempted  to  monitor  projects  and  to  get  information  to  our  counterparts  in 
the  borrowing  countries;  but  we,  almost  as  much  as  the  Bank  staff,  often  lack  first 
hand  knowledge  of  the  impacts  of  lending  operations  on  the  ground.  There  is  a  lot 
of  lip  service  paid  these  days  to  the  idea  of  consulting  local  people  in  project  prepa- 
ration; but  it  is  often  difficult  to  determine  if  or  how  effectively,  that  has  taken 
place.  Many  other  recent  Bank  reforms  are  equally  difficult  to  monitor  on  the 
ground.  The  best  way  to  ensure  that  promised  reforms  are  being  implemented,  and 


"There  is  the  additional  problem  of  mutuality:  we  saw  many  ways  in  which  U.S.  funds  could 
be  directed  at  sustainable  poverty  alleviation  more  effectively  than  through  IDA,  particularly 
bilateral  channels;  but  we  could  not  prevent  other  donor  nations  from  taking  the  U.S.  action 
as  a  signal  to  reprogram  or  even  to  cut  their  contributions  without  matching  bilateral  aid  flows. 

6  Unfortunately,  the  third  objective,  economic  adjustment  and  growth,  has  all  too  often  in  our 
view  been  pursued  in  such  a  way  as  to  negate  the  benefits  of  the  other  two.  See  Statement  of 
National  Wildlife  Federation,  submitted  to  the  House  Appropriations  Subcommittee  on  Foreign 
Operations,  March  1,  1993. 
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to  find  out  if  they  are  working,  is  to  give  the  affected  people  the  right  to  speak  for 
themselves.  The  creation  of  an  independent  appeals  mechanism  would  move  the 
monitoring  effort  out  to  where  it  should  be — to  the  borrowing  countries. 

A  new  and  independent  entity  must  be  created  to  hear  complaints  about  the  fail- 
ure of  Bank  staff  to  follow  policies  and  procedures,  because  the  existing  mechanisms 
are  not  working.  The  shocking  findings  of  the  Morse  Commission's  Independent  Re- 
view of  the  Sardar  Sarovar  project  nave  discredited  the  Bank's  project  appraisal 
process  beyond  hope  of  repair.7  Moreover,  according  to  the  Wapenhans  Report,  only 
17  percent  of  Bank  staff  surveyed  had  confidence  in  the  appraisal  process  to  produce 
quality  projects.  And  whereas  the  Operations  Evaluation  Department  has  a  reputa- 
tion for  relatively  impartial  analysis  of  the  merits  and  failings  of  completed  projects, 
it  has  no  authority  to  review  ongoing  projects,  or  those  that  are  still  in  the 
preappraisal  and  appraisal  stages.  There  is  a  dire  need  for  timely,  disinterested,  ob- 
jective analysis  of  current  and  future  lending  operations,  and  a  valid  complaint  proc- 
ess. This  need  has  given  rise  to  a  number  of  proposals,  at  least  two  from  outside 
the  Bank  and  one  originating  from  a  group  of  the  Bank's  Board  of  Directors. 

Although  there  are  elements  common  to  all  the  current  proposals,  especially  ac- 
cess by  the  new  entity  to  all  Bank  documents  and  information,  and  that  it  would 
report  to  the  Board,  independent  of  Bank  staff,  there  are  significant  differences 
among  them.  For  example  the  Board-proposed  body  would  only  hear  issues  raised 
by  members  of  the  Board  itself.  The  two  outside  proposals  are  for  an  appeals  com- 
mission.8 

We  believe  the  following  elements  are  essential:  the  appeals  mechanism  would  be 
open  to  complaints  from  affected  individuals  or  groups  or  NGOs  in  the  borrowing 
countries;  it  would  examine  all  complaints  which  meet  established  criteria;  it  would 
be  accountable  directly  to  the  Executive  Directors,  with  the  power  to  investigate 
claims,  to  censure  and  to  make  recommendations;  it  would  have  access  to  all  Bank 
documents;  it  would  have  an  independent  budget  approved  by  the  Board;  its  judg- 
ments would  be  public. 

National  Wildlife  Federation  believes  that  the  appeals  commission,  as  proposed  by 
Lori  Udall  of  the  Environmental  Defense  Fund,  is  what  is  needed.  We  are  convinced 
that  such  a  body  can  be  set  up  during  the  next  two  years,  and  approval  would  need 
only  a  vote  by  the  Board.  Meanwhile,  during  the  period  when  the  commission  is 
being  set  up,  a  smaller  unit,  along  the  lines  of  the  Ombudsman's  office,  should  be 
in  operation. 

The  institution  of  an  independent  appeals  mechanism  should  be  an  absolute  con- 
dition for  the  payment  of  the  third  tranche  of  the  IDA  10  replenishment. 

B.  REVIEW  OF  THE  DIRECTIVE  ON  DISCLOSURE  OF  INFORMATION 

The  information  policy  of  the  Bank  has  always  been  a  subject  of  contention.  The 
Bank  is  a  recipient  of  money  and  of  information  from  its  members;  this  puts  it  in 
the  position  of  having  a  duty  to  account  to  donors  for  the  uses  to  which  their  con- 
tributions are  put,  and  a  duty  to  borrowers  not  to  divulge  confidential  information 
which  might,  for  example,  diminish  their  ability  to  borrow  from  other  sources.  It  is 
our  view  that  two  types  of  information  should  not  be  considered  confidential: 

i.  Information  about  loans:  pre-appraisal  reports,  and  staff  appraisal  reports, 
feasibility  studies,  project  environmental  assessments,  midterm  reviews,  super- 
vision reports,  Project  Completion  Reports  and  Operations  Evaluation  Reports, 
ii.  Bank  policies:  Operational  Directives,  Operational  Policies,  Bank  Proce- 
dures, and  Guidelines  and  Best  Practices. 
We  welcome  recent  moves  within  the  Bank  to  "declassify"  the  Initial  Executive 
Project  summaries,  and  the  final  staff  Appraisal  Reports  (SARs)  after  Board  ap- 

Sroval,  so  they  may  be  available  on  request.  See  Report  of  Working  Group  on  the 
eview  of  the  Directive  on  Disclosure  of  Information.  March  29.  1993»  But  this  is 


*  I  refer  you  to  the  Environmental  Defense  Fund's  testimony  before  the  Foreign  Operations 
Subcommittee  of  the  House  Appropriations  Committee  on  March  1,  1993. 

8  See  proposal  of  the  Environmental  Defense  Fund  submitted  today. 

•Fears  that  the  borrower  governments  will  try  to  influence  the  content  of  SARs  as  a  result 
of  this  change  in  policy  are  probably  quite  justified.  If  this  contributes  to  a  more  egalitarian 
relationship  between  Bank  representatives  and  their  borrower  country  counterparts,  it  is  prob- 
ably a  good  thing.  If  it  results  in  project  elements  being  changed  on  the  understanding  that  the 
public  is  likely  to  protest  them,  it  is  probably  a  good  filing.  Some  fear  that  it  will  compromise 
the  Btafls  ability  to  include  doubts  or  criticisms;  we  would  contend  that  such  doubts  ought  to 
be  made  more,  not  less,  public,  to  compensate  for  the  hermetic  procedures  often  followed  in  bor- 
rower countries  with  respect  to  public  development  projects.  It  is  the  Bank's  role  to  insist  that 
borrowers  institute  "right-to-know"  legislation,  but  at  the  same  time,  its  own  practices  should 
set  a  higher  norm  of  accessibility  and  democratic  participation. 
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far  from  enough.  Many  more  categories  of  Bank  documents  should  routinely  be 
made  available,  and  exceptions  can  be  made  to  protect  genuinely  confidential  mate- 
rial. The  Bank's  long  practice  of  withholding  information  is  a  habit,  which  can  be 
changed  if  the  U.S.  would  advocate  for  sensible  rules.  It  should  be  remembered  that 
until  the  Bank  would  not  make  public  its  own  Operational  Directives! 

One  important  thing  to  consiaer  in  the  debate  about  confidentiality  is  that  Bank 
documents  are  constantly  being  leaked.  In  our  view  this  fact  points  to  a  strong  feel- 
ing among  the  staff  that  affected  publics  and  their  advocates  have  a  right  to  Know 
more  about  Bank  proceeding.  This  is  a  "best  practice"  that  has  not  yet  been  recog- 
nized as  such.  Instead,  the  Report  of  the  Working  Group  on  Disclosure  of  Informa- 
tion proposes  to  institute  stiffer  disciplinary  measures  to  discourage  staff  from  leak- 
ing documents.  Far  from  punishing  these  sorts  of  leaks,  the  Bank  ought  to  revise 
its  directive,  especially  section  III .  B.  "Lending  Operations,"  so  that  staff  can  legiti- 
mately confer  with  the  wider  development  community,  thereby  improving  project 
ownership  and  performance. 

We  regard  it  as  a  minimum  requirement  that  by  FY  1995  the  revised  Operational 
Directive  on  Information  Disclosure,  in  its  new  tripartite  form  should  have  no  re- 
strictions on  information  disclosure  regarding  technical  and  economic  aspects  of 
lending  operations  from  the  design  stage  onwards.  The  new  policy  should  lay  out 
in  detail  what  other  types  of  data  will  he  restricted,  and  justify  the  restrictions  in 
each  case. 

In  our  view  this  should  be  a  priority  for  the  administration  in  its  dealings  with 
all  the  multilateral  development  banks,  especially  the  Asian  Development  Bank, 
which  is  far  too  secretive. 

C.  THE  NEW  SYSTEM  OF  OPERATIONAL  POLICIES  AND  PROCEDURES 

The  reform  of  the  Bank's  system  of  Operational  Directives  is  a  source  of  concern 
to  us  at  NWF.  The  OPRPG  (Operations  Policy  Group)  is  in  charge  of  recasting  the 
existing  Operational  Directives  as  Operational  Policies,  Bank  Procedures  and  Guide- 
lines and  Best  Practices.  We  are  concerned  that  the  process  is  in  the  hands  of  "pol- 
icy" specialists  who  may  edit  or  revise  the  content  of  the  directives  without  input 
from  sector  specialists  in  forestry,  environment,  water  resources  and  so  on. 

When  the  process  is  finished,  the  Operational  Policies  will  be  available  to  the  pub- 
lic, but  according  to  the  description  we  have  of  them,  they  will  not  be  binding  on 
staff  at  a  day-to-day  level.  Instead,  the  new  "Bank  Procedures"  will  tell  staff  now 
to  proceed,  what  documents  to  produce  and  when.  This  information  will  be  available 
only  to  Executive  Directors  and  to  "official  agencies  and  development  institutions" 
on  request.  The  most  interesting  documents  of  all  would  be  the  "Guidelines  and 
Best  Practices,"  cast  in  the  form  of  advice  to  the  operations  staff  on  how  to  meet 
the  Bank's  policies.  These  too  will  be  restricted.  Since  we  have  long  felt  that  the 
Operational  Directives  were  not  being  adhered  to  in  the  daily  routine  of  Bank  staff, 
this  might  represent  an  encouraging  trend,  but  without  access  to  the  documents  ei- 
ther as  drafts  or  in  final  form  there  is  no  way  to  confirm  this. 

A  publicly-funded  institution  cannot  justify  keeping  its  procedural  rules  a  secret 
from  the  members.  Taxpayers  in  donor  countries  and  project-affected  persons  in  bor- 
rower countries  should  not  have  to  depend  on  the  discretion  of  an  Executive  Direc- 
tor to  obtain  this  basic  information. 

Equally  disturbing  is  the  prospect  that  currently  strong  policies  will  be  watered 
down  in  the  redrafting  process.  NGOs  have  contributed  to  the  development  of  Bank 
policies  in  the  past — most  recently  to  policies  in  the  Forest  and  Water  sectors.  How- 
ever, there  seems  to  be  no  expectation  of  NGO  consultation  in  the  new  redrafting 
process.  NGOs  also  have  a  big.  investment  of  time  and  effort  in  the  Operational  Di- 
rectives in  their  present  form,  particularly  those  covering  forced  resettlement,  envi- 
ronmental impact  assessment,  indigenous  peopled  and  wudlands.  We  will  be  looking 
to  see  that  their  content  is  enhanced  by  the  restructuring. 

We  hope  your  Subcommittee  will  agree  that  any  erosion  of  the  Bank's  current 
level  of  commitment  to  environmental  protection,  poverty  alleviation,  human  rights 
protection,  openness  and  transparency,  and  participatory  development  as  expressed 
in  its  current  Operational  Directives  and  Operations  Manual  statements  will  be  suf- 
ficient to  trigger  a  reprogramming  of  funds  in  years  two  and  three. 

We  regard  it  as  a  minimum  requirement  that  documents  relating  to  the  Bank's 
overall  intentions,  its  modus  operandi,  and  what  it  regards  as  n^est  practices" 
should  be  available  to  interested  parties  upon  request. 

D.  "NEXT  STEPS"  AFTER  WAPENHANS 

In  February  of  last  year  World  Bank  President  Lewis  Preston  commissioned 
former  Bank  Vice  President  Willi  Wapenhans  to  head  a  Portfolio  Management  Task 
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Force  to  conduct  a  review  of  the  Bank's  portfolio  performance.  The  "Wapenhans  Re- 
port" found  that  the  share  of  projects  with  "major  problems"  had  increased  from  11 
to  20  percent  between  1981  and  1991.  An  assessment  by  the  Operations  Evaluation 
Department,  quoted  in  Wapenhans  was  even  more  pessimistic:  it  put  the  proportion 
of  projects  that  were  unsatisfactory  at  completion  at  37  Vi  percent  for  1991.  The  re- 
port suggested  specific  ways  in  which  the  Bank  could  change  its  business  practices, 
staff  incentives  and  portfolio  performance  criteria  to  change  this  situation. 

In  a  follow-up  to  the  Wapenhans  report,  the  President  issued  a  memorandum 
"Portfolio  Management:  Next  Steps."  We  feel  that  the  "next  steps"  proposed  in  this 
document,  which  consist  largely  of  further  studies,  are  non-actions.  We  advocate  the 
creation  of  an  independent  panel  to  make  recommendations  that  address  the  defi- 
ciencies identified  in  the  Wapenhans  Report,  replacing  or  supplementing  the  Bank 
report  "Next  Steps."  It  seems  that  without  such  independent  pressure  to  implement 
the  reforms  proposed  in  the  Wapenhans  report,  the  Bank  is  prepared  to  make  a 
public  relations  campaign  the  major  focus  of  its  response  to  the  report. 

There  are  two  areas  in  which  we  recommend  immediate  action,  pending  the  pan- 
el's review: 

i.  Portfolio  performance  criteria. — One  disturbing  feature  of  the  "Next  Steps" 
document  is  its  apparent  reliance  on  rates  of  return  as  the  defining  measure 
of  project  success;  Lewis  Preston's  memorandum  to  the  Board  assures  us  that 
"The  vast  majority  of  Bank  Operations  are  performing  well  and  the  estimated 
average  real  rate  of  return  on  the  portfolio  remains  well  above  our  minimum 
benchmark  of  10  percent."  When  IDA  loans  for  primary  education  have  an  in- 
terest rate  of  0.5  percent,  it  would  be  wise  to  give  more  weight  to  intrinsic  fac- 
tors in  measuring  their  success.  The  Wapenhans  report  recommends  the  devel- 
opment of  a  "country  portfolio  performance  index,"  to  include  indices  for  poverty 
reduction,  environmental  protection  and  institutional  development.  This  would 
form  the  basis  for  judging  the  status  of  the  portfolio.  It  would  be  a  shame  if 
the  positive  trend  towards  giving  more  attention  to  implementation  and  less  to 
loan  promotion  were  to  be  perverted  by  an  inappropriate  insistence  on  high 
rates  of  return  in  the  human  resources  development,  population  health  and  nu- 
trition, and  environmental  sectors.  This  requirement  would  tie  in  with  the  re- 
quirements for  more  refined  project  design  described  below.  If  project  task  man- 
agers are  required  to  assess  ana  predict  the  likely  impacts  of  lending  operations 
on  the  poor  and  the  natural  resource  base,  and  if  these  same  impacts  later  form 

}>art  of  the  criteria  for  judging  the  success  of  the  operation,  the  social  costs  of 
ending  will  have  to  be  internalized. 

ii.  Project  ownership. — The  issue  of  borrower  ownership  of  projects  and  pro- 
grams is  a  thorny  one.  We  believe  that  it  can  only  be  addressed  by  a  return 
to  the  normal  relationship  between  a  bank  and  its  clients,  in  which  the  clients 
approach  the  bank  for  credit  to  undertake  a  projects  they  have  initiated.  The 
Wapenhans  report  gives  abundant  testimony  to  the  fact  that  this  is  not  how  the 
Bank  currently  operates.  There  must  be  increased  participation  by  beneficiaries 
at  the  project  design  stage,  not  just  at  the  implementation  stage  of  all  IDA  lend- 
ing operations.  At  the  very  least  it  is  critical  to  require  that  all  lending  in  the 
Program  of  Targeted  Interventions  (poverty-focused  lending)  should  involve 
beneficiaries,  with  an  initial  bench  mark  of  30  percent  of  projects  from  FY  1995, 
increasing  to  100  percent  over  the  next  three  years.  This  participation  should 
be  described  in  the  loan  document  that  goes  before  the  Board,  and,  project  by 
project  in  the  Annual  Progress  Report  on  poverty  reduction. 

II.  REFORMS  OF  POLICY  FOR  SUSTAINABLE  DEVELOPMENT 

A.  ENVIRONMENTAL  AND  SOCIAL  IMPACT  ASSESSMENT  FOR  STRUCTURAL  AND  SECTORAL 

ADJUSTMENT  LOANS 

Secretary  Bentsen,  in  his  testimony  before  the  Foreign  Operations  Subcommittee 
of  the  Senate  Appropriations  Committee  last  week,  emphasized  the  importance  of 
"firm  requirements  For  environmental  impact  assessments."  While  we  are  aware 
that  the  methods  for  conducting  real-world  impact  assessments  for  policy-based 
lending  are  quite  new,  we  feel  that  the  Bank  will  have  no  incentive  to  invest  in  de- 
veloping them  unless  it  is  required  to  report  on  such  impacts.  The  process  of  data- 
collection  necessary  to  refine  predictions  of  country-wide  environmental  impacts 
should  be  linked  to  the  design  of  a  System  of  National  Accounts  (SNA)  that  would 
include  the  major  natural  resource  assets  of  the  country,  including  forests,  minerals, 
productive  agricultural  land,  fresh  water  and  marine  resources.  Accordingly,  it 
should  be  a  requirement  starting  in  FY  1995  that  appraisals  for  all  Structural  and 
Sectoral  Adjustment  Loans  contain  a  prediction  of  how  the  conditions  will  affect 
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both  the  natural  environment  and  the  poor.  The  Implementation  Completion  Re- 
ports proposed  by  Wapenhans  report  and  project  performance  audit  reports  should 
specifically  address  the  accuracy  of  predictions  regarding  such  indicators  as:  effects 
on  employment,  effects  on  household  income  in  households  defined  as  poor,  income 
distribution  effects,  rates  of  new  land  clearance,  rates  of  mineral  resource  extrac- 
tion, and  fisheries  and  rangeland  depletion,  as  well  as  estimated  increases  of  load- 
ing for  industrial  pollutants  in  air  and  water,  depending  on  the  nature  of  the  oper- 
ation. Whereas  it  is  understandable  that  such  estimates  would  not  be  very  accurate 
at  first,  the  process  must  get  underway.  Data  collected  in  the  interests  of  such  as- 
sessments will  contribute  to  the  "country  portfolio  performance  index"  described 
above,  and  will  feed  into  the  preparation  of  the  National  Environmental  Action 
Plans  which  the  Bank  helps  borrower  countries  to  prepare. 

B.  POVERTY  ALLEVIATION 

i.  Bank -government  policy  dialog. — The  Bank's  recent  emphasis  on  poverty  re- 
duction in  its  negotiations  with  Dorrowers  is  very  desirable;  it  should  be  fol- 
lowed up  with  some  reporting  requirements  at  the  country  level.  In  the  Bank's 
Annual  Progress  Report  on  poverty  reduction,  country  departments  should  doc- 
ument the  advances  made  that  year  in  poverty  alleviation  in  that  country  as 
a  result  of  the  Bank -government  policy  dialogue.  This  assessment  should  in- 
clude the  changes  in  overall  lending  volume  as  a  result  of  pro-poor  strategies. 
In  addition,  Country  Poverty  Assessments  should  be  carried  out  at  least  every 
five  years  for  major  borrowers,  and  a  summary  of  the  Country  Poverty  Assess- 
ments carried  out  in  the  previous  fiscal  year  should  be  published  in  the  Annual 
Progress  Report. 

ii.  Poverty-targeted  investment. — In  the  IDA-10  agreement,10  the  negotiators 
said  that  they  expect  the  higher  shares  of  social  sector  and  poverty-targeted 
investments  achieved  during  DJA-9  to  be  steadily  increased  further  during  IDA- 
10."  Poverty-targeted  investments  are  defined  as  those  which  "disproportion- 
ately benefit  the  poor  or  have  a  specific  mechanism  for  identifying  and  reaching 
the  poor".  This  expectation  should  be  couched  as  a  requirement.  Starting  with 
FY  1995,  50  percent  of  IDA  investment  lending  (as  opposed  to  Structural  and 
Sectoral  Adjustment  lending)  should  be  in  the  Program  of  Targeted  Interven- 
tions (PTI).  It  should  be  made  clear  at  the  time  of  a  Board  vote  whether  a 
project  is  in  the  PTI  or  not,  and  if  so  what  its  criteria  for  inclusion  are.  The 
Annual  Progress  Report  should  also  report  for  each  country  what  proportion  of 
its  investment  portfolio  is  in  the  PTI.  It  should  be  noted  in  legislation  that  the 
Program  of  Targeted  Interventions  is  what  is  referred  to  in  the  IDA-10  Agree- 
ment as  "poverty  targeted  investments." 

iii.  Structural  adjustment  packages.— In  1992  slightly  over  half  of  all  Bank 
Structural  and  Sectoral  Adjustment  Programs  (SAPs)  had  some  element  of  pov- 
erty reduction.  Possible  pro-poor  conditions  on  such  lending  are: 

a.  reform  of  public  expenditures  (e.g.  reducing  military  expenditure  in 
favor  of  the  social  sectors.) 

b.  removing  distortions  that  especially  harm  the  poor,  such  as  tax  incen- 
tives to  deforestation,  or  to  concentration  of  land-ownership;  and 

c.  targeted  interventions. 

It  should  be  required  that  from  FY  1995  onwards,  all  SAPs  should  include  at  least 
one  of  the  three  pro-poor  conditions,  with  a  reporting  obligation,  and  more  than  half 
of  such  loans  shoula  include  at  least  two  of  them  as  conditions.  These  should  be 
tranche-release  conditions.11 

HI.  SUMMARY  OF  IDA  REPLENISHMENT  CONDITIONS 

The  National  Wildlife  Federation  is  a  strong  supporter  of  foreign  assistance.  We 
believe  that  it  is  possible  that  IDA  can  be  reformed  so  that  it  truly  promotes  the 
objectives  of  poverty  reduction,  economic  viability  and  environmental  sustainability. 
But  many  of  its  current  practices,  and  disturbing  trends  in  the  wrong  direction  have 
led  us  to  question  whether  taxpayers'  money  would  be  better  spent  on  more  promis- 
ing programs,  such  as  debt  reduction,  especially  for  the  poorest  countries.  If  the  re- 
forms outlined  above  and  in  the  testimony  of  the  Environmental  Defense  Fund  and 
Church  World  Service/Lutheran  Relief  are  implemented,  we  feel  confident  that  IDA 


^"Additions  to  IDA  Resources:  Tenth  Replenishment,  International  Development  Association. 

ii  See  the  report  Implications  of  the  World  Bank's  Strategy  to  Reduce  Poverty,"  Ford  Founda- 
tion, January  1993.  Other  poverty  alleviation  conditions  referred  to  in  this  report  constitute 
major  demands  of  ours;  for  new  portfolio  performance  criteria,  and  use  of  the  Bank-government 
policy  dialog  to  promote  poverty  alleviation. 
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will  be  on  the  right  track.  But  these  reforms  will  not  come  easily.  National  Wildlife 
Federation  urges  that  the  Subcommittee  stake  out  a  clear  position  in  favor  of  the 
reforms,  by  authorizing  the  full  tenth  replenishment  of  IDA  only  if  the  conditions 
are  met.  The  minimum  conditions  include  the  following: 

1.  The  institution  of  an  independent  appeals  commission  which  would  have  juris- 
diction to  investigate  complaints  from  individuals  and  NGOs  in  developing  countries 
regarding  violations  of  Bank  policies  and  loan  agreements  and  violations  of  inter- 
national human  rights  law  associated  with  World  Bank  projects.  The  appeals  com- 
mission would  have  access  to  all  Bank  information  and  all  judgments  of  the  commis- 
sion would  be  made  available  to  the  public. 

As  a  first  step  in  creating  such  a  commission,  the  World  Bank  should  establish 
an  ombudsman's  office  by  December  1993  to  fulfill  the  above  functions  until  a  full 
commission  is  established. 

2.  Access  to  Information. — a.  Creation  and  implementation  of  a  new  public  infor- 
mation policy  which  substantially  increases  the  availability  of  information  about 
Bank  projects  and  policies.  The  policy  should  precisely  define  the  categories  of  infor- 
mation which  will  be  considered  confidential.  Categories  listed  as  confidential 
should  be  justified.  All  other  information  should  be  made  available  in  its  entirety 
to  the  public. 

b.  No  erosion  of  the  Bank's  current  level  of  commitment  to  environmental  protec- 
tion, poverty  alleviation,  human  rights  protection,  openness  and  transparency,  and 
participatory  development  as  expressed  in  its  current  Operational  Directives  and 
Operations  Manual  statements. 

3.  Creation  of  an  independent  panel  to  make  recommendations  that  address  the 
deficiencies  identified  in  the  Wapenhans  Report,  replacing  or  supplementing  the 
Bank  report  "Next  Steps." 

4.  New  analytical  work. — a.  A  requirement  starting  in  FY  1995  that  appraisals 
for  all  Structural  and  Sectoral  Adjustment  Loans  contain  an  assessment  of  how  the 
conditions  will  affect  both  the  natural  environment  and  the  poor. 

b.  Development  of  a  "country  portfolio  performance  index,"  to  include  indices  for 
poverty  reduction,  environmental  protection  and  institutional  development,  that  will 
be  the  basis  for  determining  the  success  of  a  country  portfolio. 

5.  Poverty -related  conditions. — a.  A  requirement  that  all  lending  in  the  Program 
of  Targeted  Interventions  (poverty-focused  lending)  should  involve  beneficiaries  in 
design  as  well  as  implementation.  There  should  be  an  initial  benchmark  of  30  per- 
cent of  projects  from  FY  1995,  increasing  to  100  percent  over  the  next  three  years. 
This  participation  should  be  described  in  the  loan  document  that  goes  before  the 
Board,  and,  project  by  project  in  the  Annual  Progress  Report  on  poverty  reduction. 

b.  In  the  Bank's  Annual  Progress  report  on  poverty  reduction,  Country  depart- 
ments should  document  the  advances  made  that  year  in  poverty  alleviation  in  that 
country  as  a  result  of  the  Bank -government  policy  dialog. 

c.  Country  Poverty  Assessments  should  be  carried  out  at  least  every  five  years  for 
major  borrowers,  and  a  summary  of  the  Country  Poverty  Assessments  carried  out 
in  the  previous  fiscal  year  should  be  published  in  the  Annual  Progress  Report. 

d.  Starting  with  FY  1995,  50  percent  of  IDA  investment  lending  (as  opposed  to 
Structural  and  Sectoral  Adjustment  lending)  should  be  in  the  Program  ofTargeted 
Interventions  (PTI). 

e.  It  should  be  required  that  from  FY  1995  onwards,  all  SAPs  should  include  at 
least  one  of  the  three  pro-poor  conditions,  with  a  reporting  obligation,  and  more 
than  half  of  such  loans  should  include  at  least  two  of  them.  These  should  be 
tranche-release  conditions. 

The  Global  Environment  Facility  (GEF) 

NWF  shares  the  NGO  community's  grave  concern  about  present  practices  at  the 
GEF.  We  believe  that  the  GEF  cannot  be  an  effective  funding  mechanism  for  global 
environmental  protection  without  the  following  urgent  reforms: 

1.  Increased  openness. — The  Implementing  agencies  (the  World  Bank,  UNDP  and 
UNEP)  should  give  out,  on  request,  all  project  documents  at  all  stages  of  the  project 
cycle  for  all  projects,  including  lending  projects  of  the  Implementing  Agencies  with 
associated  GEF  grants.  There  should  be  a  written  policy  on  the  part  of  all  the  Im- 
plementing Agencies  stating  this. 

2.  Participation. — The  Implementing  Agencies  should  set  forth  written  procedures 
for  involving  in-country  NGOs  and  project-affected  persons  at  all  stages  of  the 
project  cycle,  for  all  projects. 

3.  Governance. — In  order  for  a  project  to  be  approved,  it  should  receive  a  mini- 
mum 60  percent  of  Participants'  votes.  The  administration  and  secretariat  of  the 
GEF  should  be  established  independent  of  the  Implementing  Agencies. 
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4.  Comprehensive  Review. — A  public,  independent  review  of  the  GEF  should  be 
carried  out,  with  ample  opportunity  for  public  input  in  each  of  the  GEF  subject 
areas:  climate,  ozone,  biodiversity,  water. 

In  the  past,  NWF  has  opposed  making  a  contribution  to  the  GEF  until  the  re- 
forms outlined  above  have  Seen  implemented.  Some  have  argued  that  the  failure  to 
contribute  to  the  GEF  core  fund  has  reduced  the  negotiating  leverage  of  the  U.S. 
We  do  not  feel  that  failure  to  pay  in  has  been  as  critical  as  the  lack  of  high  level 
support  for  the  reforms  in  the  previous  Administration.  On  current  evidence,  we  re- 
main skeptical  that  a  contribution  to  the  core  fund  will  be  dispositive,  and  thus  con- 
tinue to  urge  the  Subcommittee  to  authorize  such  a  contribution  only  when  the  re- 
forms have  Deen  agreed  to. 

If  the  Subcommittee  should  reach  an  agreement  with  the  Treasury  Department 
that  satisfies  you  that  these  issues  would  receive  unprecedented  high  level  attention 
and  support,  NWF  is  prepared  to  endorse  an  unconditioned  GEF  authorization  for 
a  one  year  contribution.  This  should  give  the  Administration  the  opportunity  to 
demonstrate  its  commitment  to  reach  agreement  on  the  reforms  with  the  other  GEF 

Jiarticipants.  We  would  also  refer  you  to  the  testimony  of  the  Natural  Resources  De- 
ense  Council  on  this  score. 


June  16,  1993 

Responses  of  Lt.  Gen.  Teddy  Allen  to  Questions  Asked  by  Senator  Sarbanes 

Question.  With  respect  to  the  International  Military  Education  and  Training 
(IMET)  program,  please  provide  the  Committee  with  the  following  information: 

(a)  by  country  and  by  year,  the  number  of  persons  trained  in  the  IMET  program 
for  the  past  fifteen  years,  including  the  totals  for  each  country  over  this  period; 

(b)  by  country,  the  names  and  current  career  status  of  IMET  graduates  who  sub- 
sequent activities  are  known; 

(c)  in  the  case  of  IMET  graduates  who  rose  to  positions  of  prominence  in  their 
governments,  the  means  by  which  they  attained  those  positions; 

(d)  an  outline  or  overview  of  the  current  IMET  curriculum,  including  any  specific 
courses  that  are  required  for  all  IMET  participants; 

(e)  any  evidence  that  the  performance  of  IMET-trained  military  personnel  in  the 
areas  of  human  rights  and  democratic  practices  is  superior  to  that  of  non-IMET 
graduates. 

Answer,  (a).  See  attached  listing. 

(b).  DSAA  is  currently  working  with  the  Unified  Commands  and  other  Security 
Assistance  Organizations  worldwide  to  update  1989  information  and  create  a 
database  that  will  contain  current  information  on  former  IMET  graduates.  We  an- 
ticipate that  this  effort  will  be  sufficiently  completed  for  us  to  provide  an  appro- 
priate report  by  the  end  of  the  fiscal  year. 

(c).  32  former  IMET  graduates  have  become  heads  of  state  in  their  countries. 
Based  on  available  information,  all  except  9  attained  their  positions  through  demo- 
cratic or  peaceful  means. 

(d).  Since  IMET  students  for  the  most  part  attend  U.S.  courses  and  train  with 
U.S.  students,  there  is  no  "IMET  curriculum."  No  specific  courses  are  required  for 
IMET  students.  Apart  from  the  new  Expanded  IMET  programs  that  include  manag- 
ing and  administering  military  establishments  and  budgets  and  creating  and  main- 
taining effective  military  justice  systems  and  military  codes  of  conduct,  including  ob- 
servance of  internationally  recognized  human  rights,  DSAA  has  always  strongly  en- 
couraged IMET  students  to  take  the  U.S.  professional  military  education  courses 
(PME).  The  PME  curriculum  includes  instruction  on  Law  of  War,  Rules  of  Engage- 
ment, the  Law  of  Armed  Conflict  and  the  role  of  the  military  justice  system  all  of 
which  address  our  democratic  values,  commitment  to  human  rights  and  the  role  of 
the  military  under  civilian  control.  We  have  also  worked  with  the  Defense  Language 
Institute  English  Language  Center  (DLIELC)  in  developing  a  curriculum  with  the 
principal  objective  of  providing  international  students  with  a  better  understanding 
of  our  democratic  values  and  commitment  to  human  rights  while  they  are  develop- 
ing English  language  proficiency.  Approximately  30  percent  of  all  IMET  students  at- 
tend English  language  training  at  DLIELC.  DSAA  continues  to  work  with  the  mili- 
tary departments  and  schoolhouse  personnel  to  look  at  where  specific  military  jus- 
tice/human rights  training  for  the  international  student  could  be  appropriately  in- 
cluded in  their  courses. 

(e).  There  is  considerable  anecdotal  evidence  that  IMET  graduates  have  returned 
to  their  countries  with  a  greater  respect  for  democracy  and  human  rights.  For  exam- 
ple: In  the  1991  East  Timor  Indonesia  incident,  a  GAO  investigation  revealed  that 
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no  EMET  graduates  were  in  the  chain  of  command  of  military  members  involved  in 
the  incident.  IMET  trained  personnel  were  named  to  two  investigatory  commissions 
and  a  position  of  command  responsibility  over  East  Timor  military  operations.  Ac- 
cording to  IMET  records,  these  personnel  include  the  chairman  of  the  National 
Commission  of  Inquiry,  a  former  general  officer  Mr.  Djaelani,  who  attended  the 
Judge  Advocate  officer  course  in  1972,  and  one  commission  member,  Rear  Admiral 
Sumitro  who  attended  Naval  Command  College  and  Amphibious  Warfare  in  the 
1970s.  The  chairman  MG  Feisal  Tanjung  and  three  members  of  the  Honorary  Coun- 
cil, MG  Tony  Hartono,  MG  Sutopo,  and  MG  Soeparman  Ahmad  attended  IMET 
management  courses  and  one  participated  in  an  IMET  sponsored  orientation  tour 
during  the  1980's.  In  Thailand;  Major  General  Chamlong  Simuang,  a  1973  IMET 
graduate  of  the  Naval  Postgraduate  School,  played  a  key  role  last  year  in  rallying 
the  prodemocracy  protesters  and  championing  the  cause  of  human  rights  and  de- 
mocratization in  Thai  politics.  Similarly,  General  Chavalit  Yongchaiyudh,  a  1965 
graduate  from  the  U.S.  Army  Command  and  General  Staff  College,  has  been  instru- 
mental in  Thai  democratization  as  a  leader  of  the  Aspiration  Party  (one  of  four 
major  parties  of  the  1992  coalition)  and  as  former  Commander  in  Chief,  Royal  Thai 
Army.  Philippine  IMET  graduate  President  Ramos  not  only  helped  President 
Aquino  to  succeed  Marcos  but  defused  a  number  of  subsequent  coup  attempts. 

While  there  are  a  number  of  such  examples,  we  recognize  that  it  is  difficult  to 
assess  performance  in  this  area  objectively.  Accordingly,  we  are  in  the  process  of 
conducting  an  IMET  Effectiveness  Study  to  address  this  issue.  Results  from  the 
study  wilTbe  available  by  the  end  of  the  fiscal  year  and  will  be  provided  to  the  com- 
mittee. 
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Summary  of  Students  Trained  Under  IMET 

Actual  FY 
1992 

Estimated  FY 
1993 

Proposed  FY 
1994 

Africa: 

0 
5 

36 
8 

16 
6 

11 

17 
3 
6 
9 
1 
4 

7 

10 
32 
10 
21 
10 

8 
18 

5 

6 

10 
13 

9 

Benin  

10 

Botswana         

31 

Burundi  ...  , 

10 

Cameroon                      

18 

Cape  Verde 

10 

Central  African  Republic 

Chad  ..,          

7 

17 

Comoros 

4 

Congo  

6 

Cote  D'lvoire 

8 

Djibouti               

7 

Equatorial  Guinea 

Eritrea                      

5 

Ethiopia              

7 
7 

10 

15 

4 

4 

50 
9 
6 
14 
8 
4 
6 

22 

11 

39 

5 

4 

22 
6 
21 
11 
12 
7 

18 

7 

24 

10 

Gabon  

3 

9 

16 
6 
5 

70 

11 

6 

7 

6 

5 

8 

17 

15 

35 

3 

5 

26 

4 

8 

15 

13 

7 

Gambia,  The 

10 

Ghana  

14 

Guinea   .        

4 

4 

47 

Lesotho   .        

9 

Madagascar 

5 

Malawi  

15 

Mali 

8 

Mauritius  

4 

6 

Namibia  

22 

Niger  ...                   

11 

Nigeria  ..,        

35 

Rwanda 

5 

Sao  Tome  and  Principe 

4 

Senegal  . .                 

21 

Seychelles  

5 

Sierra  Leone 

15 

Swaziland  .            

11 

Tanzania 

12 

Tow                    

6 

Uganda  ..,             

18 

9 

31 

16 

Zambia  

7 

Zimbabwe 

25 

Regional  Total  

473 

503 

480 

American  Republics: 

Antigua-Barbuda1 

Argentina  

1 

50 

14 

3 

19 

158 

7 

166 

716 

46 

2 

130 

150 

144 

16 

10 

12 

17 

40 

30 

4 

16 

157 

22 

151 

440 

50 

6 

100 

136 

140 

16 

13 

7 

15 
40 

Bahamas,  The  

28 

Barbados'  

4 

Belize  

16 

Bolivia 

156 

Brazil  

21 

Chile  ..                                   

150 

Colombia 

400 

Costa  Rica 

49 

Dominica '  

11 

Dominican  Republic  ..                                

85 

Ecuador  

120 

El  Salvador 

130 

Grenada1  

10 

Guatemala 

11 

9 

Haiti 

55 
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Summary  of  Students  Trained  Under  IMET — Continued 


Actual  FY 

Estimated  FY 

Proposed  FY 

1992 

1993 

1994 

219 

151 

140 

104 

70 

70 

133 

80 

75 
9 

23 

11 

11 

13 

148 

110 

14 

15 

9 

14 

13 

20 

21 

21 

16 

8 
10 

7 

5 

10 

33 

32 

29 

98 

30 

47 

2,321 

1,934 

1.863 

3 

118 

159 

54 
6 

47 

65 

2 

3 

3 

7 

8 

7 

328 

288 

260 

3 

4 

4 

2 

6 

6 

180 
4 

170 

4 

4 

8 
6 

8 

6 

623 

570 

580 

5 

10 

12 
1 

2 
15 

9 

14 

17 

20 
2 

25 

28 

2 

3 

8 

1 

5 

68 

64 

55 

31 

29 

35 

2 

7 

4 

2 

4 

8 

2 

3 

8 

4 

21 

21 
4 

28 

19  • 

24 

57 

30 

30 

5 
44 

6 

6 

55 

10 
43 

14 

70 

47 

202 

182 

160 
4 

3 

16 

30 

522 

524 

590 

Honduras  

Jamaica  

Mexico 

Nicaragua  

Paraguay 

Peru  

St.  Kittsand  Nevis'  

St.  Lucia1  

St.  Vincent  and  Grenadines  > 

Suriname  

Trinidad  and  Tobago  

Uruguay  

Venezuela 

Regional  Total  

East  Asia  and  Pacific: 

Fiji 

Indonesia  

Korea 

Laos  

Malaysia  

Mongolia  

Papua  New  Guinea  

Philippines 

Singapore 

Solomon  Islands  

Thailand 

Tonga  

Vanuatu  

Western  Samoa 

Regional  Total  

Europe  and  Canada: 

Albania  

Austria  

Belarus  

Bulgaria 

Czech  Republic 

Czechoslovakia  

Estonia 

Finland 

Georgia  

Greece  

Hungary  

Kazakhstan  

Kyrgyzstan 

Lativa 

Lithuania  

Malta  

Moldova  

Poland 

Portugal  

Romania  

Russian  Federation 

Slovakia  

Spain  

Turkey 

Turkmenistan 

Ukraine  

Regional  Total  
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Summary  of  Students  Trained  Under  IMET — Continuet 

Actual  FY 
1992 

Estimated  FY 
1993 

Proposed  FY 
1994 

Near  East  and  South  Asia: 

12 
21 
33 
170 
16 
58 

12 
22 
29 

168 
15 

250 
33 
3 
66 
15 
10 
19 

109 

12 

Bahrain  ...         

17 

Bangladesh 

27 

Egypt 

167 

India 

14 

225 

33 

Maldives,  Republic  of 

5 

70 
11 
10 
17 
112 

3 

62 

Nepal  

15 

9 

Sri  Lanka  

16 

91 

535 

751 

691 

Worldwide  Total  

4,474 

4,282 

4,204 

1  These  countries  comprise  the  Eastern  Caribbean.  See  Eastern  Caribbean  narrative  in  Section  HI  tor  a  discussion  of  country  programs. 

Question.  Please  explain  the  process  by  which  items  are  declared  excess  to  U.S. 
requirements,  including  the  circumstances  or  events  that  normally  trigger  such  a 
determination,  the  officials  involved  in  making  and  reviewing  the  decisions,  and  the 
specific  criteria  for  declaring  an  item  excess. 

Answer.  Items  are  declared  to  be  excess  defense  articles  (EDA)  for  security  assist- 
ance purposes  as  a  result  of  a  complex  process  within  each  of  the  Military  Depart- 
ments or  Defense  Agencies.  As  defined  by  Section  644(g)  of  the  Foreign  Assistance 
Act  (FAA),  EDA  for  the  purposes  of  Foreign  Military  Sales  and  grant  transfer  under 
the  FAA  is: 

*  *  *  the     quantity     of    defense     articles     (other    than     construction 
equipment  *  *  *)  owned  by  the  United  States  Government,  and  not  pro- 
cured in  anticipation  of  military  assistance  or  sales  requirements,  or  pursu- 
ant to  a  military  assistance  or  sales  order,  which  is  in  excess  of  the  Ap- 
proved Force  Acquisition  Objective  and  Approved  Force  Retention  Stock  of 
all   Department  of  Defense   Components   at  the  time   such   articles   are 
dropped  from  inventory  by  the  supplying  agency  for  delivery  to  countries 
or  international  organizations  under  this  Act. 
The  terms  Approved  Force  Acquisition  Objective  and  Approved  Force  Retention 
Stock  have  recently  been  replaced  within  the  Department  of  Defense  by  the  term 
Approved  Acquisition  Objective  (AAO).  The  DOD  Materiel  Management  Regulation 
(DOD  4140.1-A),  dated  January  1993,  defines  the  AAO  as: 

The  quantity  of  an  item  authorized  for  peacetime  and  wartime  require- 
ments to  equip  and  sustain  U.S.  and  Allied  Forces  in  accordance  with  cur- 
rent DOD  policies  and  plans. 

Thus,  what  items  fall  within  the  definition  of  EDA  depends  on  the  outcome  of  the 
DOD  Planning,  Programming,  and  Budgeting  System  (PPBS)  and  the  Congressional 
budget  process.  Force  structure  officials  within  each  of  the  DOD  components  deter- 
mine which  items  and  how  many  of  those  items  are  excess  based  on  those  outcomes. 
The  items  are  then  screened  against  requirements  of  other  DOD  components  before 
they  are  declared  available  for  transfer  through  FMS  or  the  grant  transfer  provi- 
sions of  the  FAA* 

Events  that  may  make  items  excess  include  changes  to  DOD  force  structure, 
budget,  mission  requirements  and  contingency  plans.  Items  can  also  become  excess 
due  to  modernization  of  current  inventories.  For  example,  replacing  M60A1  tanks 
with  Ml  tanks  has  led  to  M60Als  being  declared  excess. 

For  large  numbers  of  items  and  for  important  classes  of  equipment,  the  decision 
to  declare  equipment  excess  and  the  screening  against  other  DOD  requirements  can 
only  be  done  at  the  Military  Department  level.  These  decisions  cannot  be  made  by 
the  unit  commander  or  by  Unified  and  Specified  Commanders  in  Chief  in  the  field. 
When  these  kinds  of  items  are  declared  excess  and  a  transfer  to  a  foreign  govern- 
ment has  been  approved  and  notified  to  Congress,  we  try  to  move  it  directly  from 
the  using  component  to  the  recipient  country  in  order  to  reduce  transfer  and  storage 
costs. 
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For  lesser  equipment  (for  example  desks,  chairs,  or  base  maintenance  equipment), 
for  heavily  damaged  equipment,  and  in  certain  cases,  for  small  number  of  trucks, 
unit  commanders  have  been  authorized  by  their  Military  Departments  to  transfer 
unneeded  equipment  directly  to  Defense  Reutilization  and  Marketing  Service 
(DRMS)  custody.  DRMS  then  screens  it  against  DOD  requirements  and,  if  none 
exist,  can  offer  it  for  transfer  to  a  foreign  government,  subject  to  DSAA  and  State 
Department  approval  and  completion  of  the  appropriate  Congressional  notification. 

Question.  Please  provide  a  list  of  all  equipment  declared  excess  in  each  year  since 
1983,  including  the  yeaKs)  in  which  the  items  were  initially  purchased,  the  acquisi- 
tion value,  and  the  countries  to  which  such  items  subsequently  have  been  trans- 
ferred without  cost  (other  than  transportation). 

Please  provide  a  list  of  all  recipients  of  excess  defense  articles  under  Sections  516, 
517,  518  and  519  of  the  Foreign  Assistance  Act  of  1961  for  each  year  since  1987, 
including  the  total  delivered  value  of  excess  defense  articles  for  each  country  in  each 
year. 

Answer.  I  will  answer  these  two  questions  together.  While  the  attached  table  pro- 
vides most  of  the  information  requested,  including  a  listing  of  all  excess  equipment 
which  has  successfully  completed  Congressional  notification  for  transfer  through  the 
Foreign  Military  Sales  (FMS)  process  or  under  the  Foreign  Assistance  Act  (FAA) 
EDA  authorities,  the  following  additional  points  are  important.  The  authorities  and 
Congressional  notification  requirements  related  to  the  transfer  EDA  through  FMS 
or  under  the  grant  transfer  provisions  of  the  FAA  were  added  incrementally  over 
the  years,  beginning  with  the  addition  of  Section  516  of  the  FAA  (known  as  the 
Southern  Region  Amendment)  in  Fiscal  Year  (FY)  1987.  The  requirement  to  notify 
Congress  of  EDA  being  transferred  through  FMS  was  added  in  the  Foreign  Assist- 
ance Appropriations  Act,  1991.  Note  that  the  current  requirement  to  notify  FMS 
transfers  of  EDA  is  contained  in  Section  546  of  the  Foreign  Operations,  Export  Fi- 


nancing, and  Related  Programs  Appropriations  Act,  1993  (P.L.  102-391).  References 

tiiications  are  to  notifications  of  EDA  being  trans- 
ferred through  FMS. 


in  the  attached  table  to  546  noti 


The  attached  table  shows  potential  transfers  which  have  successfully  completed 
the  Congressional  notification  process.  Not  all  of  these  transfers  actually  took  place. 
At  this  point  DSAA  does  not  have  a  central  database  containing  information  on  the 
delivery  of  these  items  and  the  information  on  delivery  is  scattered  among  the  sev- 
eral DOD  components  and  their  major  systems  commands.  We  are  in  the  final 
stages  of  implementing  a  system  to  provide  centralized  delivery  information  in  the 
future.  We  hope  to  have  this  system  operational  this  fall. 

While  the  exact  age  of  the  equipment  transferred  varies  considerably,  the  Military 
Departments  get  rid  of  their  older,  more  heavily  used  equipment  first.  The  vast  ma- 
jority of  the  equipment  transferred  is  based  upon  technology  which  is  20  to  30  years 
old. 


DSAA/EDA  Report  FY  1993 


Country 


Type 


Item 


Description 


Notified  values 


Alloca- 
tion 


Acquisition 


Current 


Egypt  

Egypt  

Egypt  

Egypt 

Egypt 

Egypt  

Egypt 

Egypt 

Egypt 

Egypt  

Egypt  

Egypt 

Egypt 

Egypt 

Egypt 

Total  for  Egypt 

Greece  

Greece  


516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 


516 
516 


M1008A1 

M1009 

M1028 

M113 

M60A3 

M60A3TTS 

M109SP 

M2A2 

M2 

M240 

H60  MACH 

M151 
M151 

M116 


M35A1W0W 
M35A1WW 


lW  ton  cucv  truck  

V*  ton  cucv  truck 

IV*  ton  truck 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Gun  repair  parts 

Misc.  repair  parts 

Engines  

Transmissions 

155MM  smoke  HC  round 

2.5  ton  truck 

2.5  ton  truck 


32 
100 
30 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 

1.000 
300 

2,000 


693 
6 


$495,232 

1,768,300 

424,230 

32,050 

429,426 

366,556 

113,878 

1,502 

18,866 

31,208 

4,766 

618 

2,884,000 

317,400 

418,000 


7,306,032 


$49,472.00 

170,200.00 

42,420.00 

16,025.00 

214,713.00 

183,278.00 

56,939.00 

751.00 

9,433.00 

15,604.00 

2,388.00 

309.00 

288,000.00 

31,800.00 

208,000.00 


1,289,332.00 


5,861,394 
53,172 


586,278.00 
5,298.00 


376 


DSAA/EDA  Report  FY  1993— Continued 


Country 


Typt 


Rem 


DeichptiN 


Notrlwj  val» 


AHoee- 

tiN 


Acquisition 


Current 


Greece  

Greece 

Greece 

Greece 

Greece 

Greece 

Greece , 

Greece 

Greece 

Greece  

Greece  

Greece 

Greece  

Greece  

Greece  

Greece  

Greece 

Greece 

Greece 

Greece  

Greece 

Greece  

Greece  

Greece  

Total  for  Greece 

Israel  

Israel  

Israel 

Israel  

Israel  

Israel 

Israel 

Israel 

Israel 

Israel 

Israel 

Israel  

Israel  

Total  for  Israel  .. 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Total  for  Morocco 

Oman  

Total  for  Oman  . 


516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 


516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 


516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 


516 


M35A2WOW 

M880 

M578 

M901A1 

M85 

M52A2AWW 

M114 

M40 

M48A5 

M79 

M18 

M18 

M65 

M332 

Misc 

Misc 

Misc 

Misc 

AH-1P 

AN/CPN4A 

A7E/TA7C 

MK  432M2 

AN/AAR45 


TA-4J 

M901A1 

M901A1 

M60A1 

M109SP 

M110SP 

M105A2 

M60 

M151 

M577 

ALR-56A 

F-15 

J-79 


M35AiyWO 

M35A2VWO 

M151A2 

M36A2AVO 

M36A2/WW 

M52A2 

M332 

M60A1 

M60A1 

M880 

M882 

MK432  M2 

.50  cal. 

TAGOR-13 


M1001 


2.5  ton  truck 

1.25  ton  cargo  truck  

Recovery  vehicles 

Tow  vehicles  

.50  cal  machineguns 

5  ton  tractor  truck 

Howitzer  parts 

Recoilless  rifle  parts  

Tank  parts  

Grenade  launcher  parts  ... 

Recoilless  rifle  parts  

Computer  parts 

Periscope  parts 

Miscellaneous  repair  parts 

Ammo  trailer 

Conventional  ammunition  . 
Conventional  ammunition  . 
Conventional  ammunition  . 
Conventional  ammunition  . 

Cobra  helicopter  

Ground  control  radar 

Spare/repair  parts  

Torpedo  test  sets 

Flir  pod  

Skyhawk  aircraft 

Improved  tow  vehicle 

Improved  tow  vehicle 

Tank  repair  parts 

Howitzer  repair  parts 

Howitzer  repair  parts 

Trailers 

Tank  repair  parts 

Vehicle  repair  parts 

Carrier  repair  parts  

RWR  repair  parts 

Fuel  tanks 

Jet  engine  parts 

2V4  ton  truck 

2V*  ton  truck 

V*  ton  truck 

2V*  ton  truck 

2Vi  ton  truck 

5  ton  tractor  truck 

Ammo  trailer 

Rise  passive  tank 

Rise  passive  tank 

W*  ton  truck 

IV*  ton  truck 

Torpedo  test  set 

Linked  ammunition  

Research  ship 

5  ton  truck  


85 
228 

36 

40 

671 

34 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

390 

N/A 

N/A 

N/A 

N/A 

6 

1 

N/A 

20 

5 


10 
225 
225 
N/A 
N/A 
N/A 
230 
N/A 
N/A 
N/A 
N/A 

26 
N/A 


40 
80 

127 

113 
70 
67 

303 
60 
60 

100 

80 

20 

60,000 

1 


3,554,870 

1,822,860 

2,291,760 

14,028,040 

17,493,641 

529,822 

26.900 

41.658 

16,128 

2,140 

1,552 

85,461 

1.642 

3.980 

2,008,110 

83,376.280 

83,376,280 

83.376,280 

83,376,281 

9.000,000 

2,500,000 

15,481,045 

300.000 

5.115,585 


355,470.00 

91.200.00 

114.588  00 

2,805,600.00 

3.498,594.00 

53,822.00 

13.450.00 

20.829.00 

8,064.00 

1,070.00 

776.00 

42,731.00 

821.00 

1.990.00 

110.760.00 

4.175.931.00 

4,175,931.00 

4,175,931.00 

4,175,930.00 

1,573,800.00 

1,000,000.00 

6,192,418.00 

120,000.00 

1,023,115.00 


413,724,881 


34,324,397.00 


13,798,340 

78,907,725 

78,907,725 

723,736 

17,978 

786 

1,312,840 

1.113.190 

2,538.222 

88,398 

142,287 

22,291,282 

323,791 


5.719 

15.781 

15.781 

361 

8 

65, 

556 

1,269, 

44, 

71, 

8,916, 

161, 


340.00 
500.00 
,500.00 
868.00 
989.00 
393.00 
550.00 
595.00 
111.00 
199.00 
143.00 
518.00 
895.00 


200,166,300 


338,320 

3,345,760 

2,059.178 

6,167,766 

4,096,400 

1,044,061 

1,644,684 

52,351,620 

52,351,620 

799,500 

684,960 

300,000 

84,600 

5,406,000 


130,674,469 


1,055,388 


1,055,388 


48,738,601.00 


33,840.00 
334,560.00 
102,997.00 
616,754.00 
409,640.00 
106,061.00 

86,052.00 
9,391,620.00 
9,391,620.00 

40,000.00 

34,240.00 
120,000.00 

33,600.00 
541,000.00 


21,241,984.00 


316,620.00 


316,620.00 
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Cootry 


T*» 


»»* 


Dtschptiot 


Notrtad  viIms 


tKM 


AcqiititkM 


Current 


Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Total  for  Portugal 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey  

Turkey  

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey  

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey  

Turkey 

Turkey 

Turkey  

Turkey 

Turkey 

Turkey 

Turkey  

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Total  for  Turkey ... 


516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 


M901A1 

M85 

M12A1 

Mask 

Tester 

M48A5 

M109SP 

M30 

M101 

M40 

AN/MPQ 

AN/MPM 

AN/MPM 

AN/TSM 


516 

M85 

516 

M48A5 

516 

M2 

516 

M3 

516 

M19 

516 

M101 

516 

Ml  14 

516 

M65 

516 

M40 

516 

M79 

516 

M19 

516 

M18 

516 

M48/M60 

516 

Truck 

516 

Ml  13 

516 

Misc 

516 

Msc 

516 

Misc 

516 

Misc 

516 

SIR 

516 

516 

516 

516 

516 

516 

516 

516 

516 

516 

516 

M36 

516 

M60A1 

516 

516 

516 

516 

516 

M113 

516 

M113 

516 

Ml  13 

516 

Ml  13 

516 

T-130 

516 

ANSQS-56 

Tow  vehicles  

.50  cal.  machineguns 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

49  radar  set  

57  radar  test  set 

59  radar  test  set 

126  elec.  shop  set  .... 

.50  cal.  machineguns 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Repair  parts 

Tank  ammunition 

Tank  ammunition 

Conv.  ammunition  ... 

Industrial  tooling  

Collimotor 

Collimator 

Thermal  test  set  

Cell  assy  instrument 

Electrical  toe*  kit  

Air  flow  gas  tester ... 
Telescope  boresight  . 
Stabilization  tester  .., 
Contour  angle  sensor 
Turret  elec  test  set  .. 

Telescope  mount 

Range  finder  tool 

Periscope  equipment 
Stabilization  tester  .. 
Turret  track  equip  .... 
Grinding  machine  .... 
Grinding  machine  .... 
Grinding  machine  .... 

Mold 

Mold 

Mold  

Mold  

Mold  

Sonar  trainer  device 


25 
80 

m 

H/A 

N/A 
N/A 
N/A 

N/A 
N/A 
N/A 
2 
1 
1 
1 


822 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

1 

1 

1 

1 

2 

1 

1 

1 

1 

1 

2 

2 

1 

2 

2 

1 

1 

1 

3 

1 

1 

1 

92 
1 


9,247,650 

2,085,680 

3,604 

486 

1,198 

17,376 

7.294 

11.420 

2,820 

4,028 

2,066,592 

2,700,000 

40,000 

275,000 


16.463,148 


21,430,362 

29,854 

18,792 

44,114 

19,002 

42,078 

15,362 

2,820 

132,558 

3.168 

18.960 

36.718 

179,588 

130,330 

14,464 

95,627,442 

95,627,443 

26.201.149 

3,634,460 

749 

13,001 

33,253 

2,403 

3,270 

136 

6,113 

7.146 

831 

1.527 

6.924 

2.886 

2,160 

14,292 

197,972 

42,357 

105,678 

7.019 

9.852 

1.232 

2.685 

2,654 

276,000 

4.300,000 


248,248,804 


1,849,525.00 

417,120.00 

1,802.00 

243.00 

599.00 

8,688.00 

3,647.00 

5,710.00 

1,410.00 

2,014.00 

413,000.00 

540,000.00 

8,000.00 

55,000.00 


3,306,758.00 


4,285,908.00 

14,927.00 

9,396.00 

22,057.00 

9,501.00 

21,039.00 

7,681.00 

1,410.00 

66,279.00 

1,584.00 

9,480.00 

18,359.00 

89,794.00 

65,165.00 

7,232.00 

4,789,405.00 

4,789,406.00 

13,075,610.00 

182,026.00 

300.00 

5,200.00 

13,301.00 

961.00 

1,308.00 

54.00 

2,445.00 

2.858.00 

332.00 

611.00 

2.770.00 

1,154.00 

864.00 

5,716.00 

79.188.00 

16,943.00 

42.271.00 

2,808.00 

3,942.00 

493.00 

1,074.00 

1.062.00 

110,400.00 

1,800,000.00 


29,562,314.00 
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Country 


Typ« 


It  Ml 


Dtsaiptm 


NotifwJ  valves 


Alloca- 
tion 


Acquisition 


Current 


Colombia 

Colombia 

Colombia 

Colombia 

Colombia 

Colombia 

Colombia 

Colombia  

Colombia 

Total  for  Colombia 
Ecuador  

Total  for  Ecuador  ... 
Botswana  

Total  for  Botswana 

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

Total  for  Argentina 

Bahrain  

Bahrain 

Total  for  Bahrain  ... 

Chad  

Chad  

Chad  

Total  for  Chad  

Dominican  Republic 

Dominican  Republic 

Dominican  Republic 


517 
517 
517 
517 
517 
517 
517 
517 
517 


517 


518 


519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 


519 
519 


519 
519 
519 


519 
519 
519 


LCM-8 

LCM-8 

LCM-* 

LCM-6 

ICM-6 

LCPL 

LCPL 

LCPl 

LCPL 


C-130B 


0-2 


ATF  113T 

M151A2 

M146 

M151A2 

M35A1/W0 

M52A2/WW 

M880 

M332 

0V-1D 

Systems 

300  gal. 

Seat 

Misc. 

0V-1D 

0V-1D 

M54A1 

M54A1WW 

M332 

M416A1 

M151 

0V-1D 

CIM7C 

0V-1D 

0V-1D 

0V-1D 

0V-1D 

0V-1D 


C-1308 
C-1308 


M35A1/W0 
M880 

M332 


M35A2AVO 
M35A2/WW 
M35A2 


Landing  craft 

Landing  craft 

Landing  craft 

Landing  craft 

Landing  craft 

Landing  craft 

Landing  craft 

Landing  craft 

Landing  craft 

Aircraft 

Aircraft 

Fleet  tug  takelma  .. 

Utility  trucks 

Trailers 

V*  ton  truck 

2Vi  ton  truck 

5  ton  truck 

Wa  ton  truck 

Wi  ton  trailer 

Mohawk  aircraft 

Maintenance  equip 

Drop  fuel  tanks 

Hardware 

Spare  parts 

Repair  tools  

Mohawk  aircraft 

5-ton  truck 

5-ton  truck  w/winch 
Ammunition  trailer . 

Wton  trailer  

Truck  repair  parts  .. 

Mohawk  aircraft 

Repair  parts 

Maintenance  panel 

Pro.  sys  dev 

Vert,  instr.  panel  ... 
Elec  dist  syst  panel 
Environmental  contr 

Cargo  aircraft  

Cargo  aircraft 

Vh  ton  truck 

IV*  ton  truck 

Ammo  trailer 

Vh  ton  truck 

2V4  ton  truck 

2Vi  ton  trucks 


12 


1 

100 

100 

47 

60 

45 

51 

60 

8 

N/A 

6 

N/A 

N/A 

N/A 

7 

16 

4 

20 

47 

N/A 

13 

N/A 

6 

2 

2 

2 

2 


50 
50 
50 


10 
10 
20 


100,000 

168,000 

157.000 

93,390 

406,728 

36,861 

23.700 

33,872 

31.161 


1,050.712 


9.131,556 


9,131,556 


1,099,572 


1,099,572 


2,130,000 

2.212,800 

264,200 

762,058 

507,480 

701.235 

407.745 

325.140 

7.760,000 

460,529 

64,110 

10.933 

51,047 

279.402 

6.790,000 

228,752 

59,968 

108,560 

144,149 

134.683 

12.610,000 

87,173 

384.294 

60,000 

60,000 

60,000 

60,000 


36.724,258 


2.100,000 
2,800,000 


4,900,000 


422,900 
399,750 
270,950 


1,093,600 


418,220 
467.500 
935,000 


15.000.00 
7.000.00 
7.000.00 
21.000.00 
14,000.00 
4,000.00 
4.000.00 
4,000.00 
4.000.00 


80,000.00 


2,739,464.00 


2.739,464.00 


54,984.00 


54,984.00 


572,000.00 

110,600.00 

13,200.00 

38,117.00 

50,760.00 

71,235.00 

20,400.00 

17,040.00 

388,000.00 

23,026.00 

3,204.00 

547.00 

2,552.00 

13,970.00 

339,500.00 

22,880.00 

5,996.00 

5.680.00 

7,191.00 

67,341.00 

630,500.00 

43,587.00 

19,212.00 

3,000.00 

3,000.00 

3.000.00 

3,000.00 


2,478,538.00 


1,363,180.00 

1,369,998.00 


12,733,178.00 


42,300.00 
20,000.00 
14,200.00 


76,500.00 


41,820.00 
46,750.00 
46,760.00 
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T»pt 

tea 

DMaiptiM 

Notrtad  vtlMS 

Country 

Men- 

AcquiJitKW 

Curat 

Dominican  Republic 

Dominican  Republic 

519 
519 

519 
519 
519 
519 
519 
519 
519 
519 
519 
519 

519 
519 
519 
519 
519 
519 
519 
519 
519 
519 

519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 

519 

546 
546 
546 
546 
546 
546 
546 

546 
546 
546 
546 

M332 

M3SA2/WW 

1V4  ton  trailer  

30 
10 

154,470 
467,500 

8.520.00 

2V4  ton  truck 

46.750.00 

2.442.690 

190.600.00 

ican  Republic. 

Shirt 

Liner 

Parka 

Drawers 

Drawers 

Undshrt 

Undshrt 

Boot 

Helmet 

Liner 

Cold  weather 

2.400 
4.000 
4,009 
6,300 
6.300 
6,000 
5,303 
6.634 
3.349 
323 

45.600 

40.000 

184,414 

63,000 

63,000 

36.000 

31,818 

384,772 

415.276 

969 

24.000.00 

Nylon  parka 

20,000.00 
92,207.00 

31,500.00 

31,500.00 

18,000.00 

15.909.00 

Estonia 

Estonia 

Estonia 

Combat  

Kevlar 

Helmet 

192.386.00 
40.188.00 

100.00 

1.264,849 

465.790.00 

M35A2WW 

M36A2WW 

M109A3 

M332 

M1008A1 

M812 

2V4-ton  truck 

50 
10 
12 
72 
90 
83 
22 
52 
54 
52 

Senegal  

Senegal  

Senegal  

Senegal  

Senegal  

Senegal  

Senegal  

Senegal  

Senegal  

Senegal  

2,337.500 

585,200 

870,888 

390,816 

1.392,840 

6.851,069 

1,034.880 

8,035,560 

2,264,760 

366,860 

233,750.00 

2Vi-ton  truck 

58,520.00 

Van 

87,084.00 

Ammunition  trailer 

20,448.00 

lWton  truck 

139,140.00 

Transporter 

1,370,213.80 

Bridge  ramps 

206,976.00 

Bridge  boats  

1,607,112.00 

Interior  bases 

452,952.00 

Cradles 

73,372.00 

Total  for  Senegal  .... 

24,130,373 

4.249,567.80 

Helicopter  spares 

N/A 

50 

50 

102 

11 

11 

15 

1 

1 

1 

1 

Tunisia 

8,144 

2,337,500 

2,091,100 

552,738 

3,340,403 

483,384 

701.250 

3,300,000 

3,300,000 

2,800,000 

2,100,000 

4,072.00 

Tunisia 

M35A2/WW 
M35A2/W0 
M332 

2Vi  ton  truck 

233,750.00 

Tunisia 

2V4  ton  truck 

209.100.00 

Tunisia 

Ammunition  trailer 

28.968.00 

Tunisia 

Bridge  set  

668,085.00 

Conversion  set  

48,840.00 

Tunisia  

M35A2WW 

C-130B 

C-130B 

C-130B 

C-130B 

Truck 

Cargo  aircraft  

70.125.00 
1.825.296.00 

Cargo  aircraft  

1,825.296.00 

Cargo  aircraft  

1.821,295.00 

Cargo  aircraft  

1,812,848.00 

Total  for  Tunisia 

21.014,519 

8,547.675.00 

LCM-6 

Naval  vessel  

1 

Uruguay 

31.000 

1.612.00 

Total  for  Uruguay  .... 

31,000 

1.612.00 

S-2G 

A/QA-4M 

A-4 

A-4 

A-4 

A-4 

A-4 

Anti-sub  aircraft 

Aircraft 

Aircraft  engine 

Mission  capable  equip  

Ground  support  equip 

Spare/rotating  parts  

3 
36 

8 
N/A 
N/A 
N/A 
N/A 

Argentina  

Argentina  

Argentina  

Argentina  

Argentina  

902.412 
82,627.668 
9,814,912 
7,000,000 
5,650.000 
5,100,000 
12,250,000 

141,405.00 
4,722,516.00 
1,007,488.00 
2,300,000.00 
2,226,000.00 
2,040,000.00 

Component/accessory  

1,225,000.00 

Total  for  Argentina  . 

123,344,992 

13,662,409.00 

Actuator 
Parts 
F-111G 
Engine 

16 

N/A 

15 

12 

267,232 

14,450 

144,115,995 

11.508,000 

13,360.00 

Australia  

Australia  

Australia  

Miscellaneous  

Aircraft 

F-111G  spare  

723.00 

52.936,560.00 

5,754,000.00 
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Typ» 

•m 

Oncnptiot 

Notifwd  vtltts 

Country 

Mta- 

AcqiisitiM 

Current 

Australia  

Australia  

Australia  .. 

546 

546 

546 

546 
546 
546 
546 
546 
546 
546 

546 
546 

546 

546 

546 

546 
546 
546 
546 
546 
546 
546 

546 

546 
546 

546 

546 
546 

546 
546 

546 

MK27 

MOOO 
MK27 

MOOO 
IK  541 

MOOl 
MK5 

MK  556-3 
MK  525-3 

Targets 

Targets 

Torpedo  test  set 

8 

8 

1 

1 
1 
1 
1 
1 
1 
1 

1 
1 

NA 

2,400,000 

2,400.000 

855.000 

55.000 
300,000 
375.000 
125.000 
55,000 
38,000 
250,000 

300,000 
855,000 

200,000 

960.000.00 
240.000.00 
342,000.00 

Australia  

Hydraulic  fill  unit 

22,000.00 

Australia  

Cable  test  set 

120.000.00 

Australia  

Exploder  test  set 

150,000.00 

Australia  

Steering  assembly  test  set  .. 
Hydraulic  fill  unit  

50,000.00 

Australia  

MK5 
MK6 
IK  562 

MOO  3 
MK  556-3 
MK541 

MOOl 
Sea  wasp 

22,000.00 

Australia  

Fuel  fill  

15,200.00 

Australia  

Test  set 

100,000.00 

Australia  

Cable  test  set 

120,000.00 

Australia  

Torpedo  test  set 

342,000.00 

Australia  

Communications  equipment 

20,000.00 

Total  for  Australia  .. 

164,113,677 

61.207,843.00 

CE/TWVArack/aviatio 

N/A 

Austria  

86,738 

43,369.00 

Total  for  Austria  

36,738 

43,369.00 

MB5 

Machineguns 

21 

Bahrain 

547,491 

109,494.00 

Total  for  Bahrain  .... 

547,491 

109,494.00 

C60 

Floating  bridge  

6 

51 

1 

100 

207 

70 

50 

Brazil  EHB 

1,785.480 

695.130 

303,673 

1,000.000 

27,945 

586.250 

53,600 

89,274.00 

Brazil  EHB 

Bridging  truck 

34,731.00 

Brazil  EGT 

Bridge 

Truck 

Tires 

Bailey 

IV*  ton  

15.184.00 

Brazil  ECU 

50,000.00 

Brazil  EGU 

8,487.00 

Brazil 

2Viton  truck  

29,330.00 

Brazil „ 

Pole  type  trailer 

2,700.00 

Total  for  Brazil 

3,812,228 

197,676.00 

TWVArack/misc  parts      

N/A 

Canada  

94.812 

47,406.00 

Total  for  Canada  .... 

94,812 

47,406.00 

ANQMG13A 

Cloud  height  project 

1 
N/A 

Denmark 

3,470 
24.858 

58.00 

Denmark 

TWV/artillery  parts 

12,429.00 

Total  for  Denmark  ... 

28,328 

12,487.00 

MK73 

Fire  control  system  

1 

France 

1,315,000 

273,000.00 

Total  for  France  

1,315,000 

273.000.00 

M151A2 
M35A1/WW 

V*  ton  truck 

20 
10 

Ghana  

324.280 
88,300 

16,220.00 

Ghana  

2V£  ton  truck 

8,830.00 

Total  for  Ghana  

412,580 

25,050.00 

M2cart 
Ml  cart 

.30  cal.  ammunition  

.30  cal.  ammunition  

4,060 
5,000 

Honduras 

Honduras 

4,060 
10,000 

2,030.00 
5,000.00 

Total  for  Honduras  .. 

14,060 

7,030.00 

Misc 

Aircraft  spare  parts 

N/A 

Israel 

175.000 

45,351.00 
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Country 


T»P» 


lM 


Nottfiad  tralMt 


Moca- 

tiM 


Acqirtrtxa 


Cinwt 


Total  for  Israel  .... 

Italy 

Total  for  Italy 

Ivory  Coast 

Total  for  the  Ivory 
Coast 

Korea 

Total  for  Korea  .... 

Lebanon  ~ 

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon 

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  


546 


546 


546 


546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 


M188 


0-2 


M151A1 

Truck 

Truck 

Truck 

M35A 

Truck 

Truck 

M35A1 

M35A1 

Truck 

Truck 

VW 

Truck 

VW 

M35A1/W0 

M35A1WW 

M880 

M151A1 


M151A1 

M151A2 
M886 


Bus 


Truck 
M149 
Truck 
Truck 
Truck 
Truck 
Truck 
Truck 


M816 

Truck 

Truck 

M35 

Truck 


8*  propellant  charge 
0-2  aircraft 

Helicopter  spares  .... 

y«  ton  truck 

Tractor  2Vi  ton 

Tractor  2V4  ton 

Wrecker  5  ton  

Cargo  truck 

Vt  ton  pickup  

2V*  ton  

Cargo  truck 

Cargo  truck 

Flatbed 

Cargo  4x4  

9  passenger  carryall 

Maintenance  

9  passenger  carryall 

2V*  ton  truck 

2V4  ton  truck 

W*  ton  truck 

IVi  ton  truck 

Tank  truck 

Water  trailer 

Water  trailer 

Body  armor  

Parkas 

Ponchos  

Goggles  

NBC  suits 

NBC  suits 

IV*  ton  truck 

lto  ton  truck 

Ambulance  truck 

Helmets 

29  passenger  

Automotive  tires 

Automobile  station  .. 

Vfc-ton  cargo  

Water  trailer 

Dodge  

2Vi-ton  cargo 

2'/*-ton  cargo 

2V*-ton  cargo  

Shop  van  

Pick-up 

Exercise  equipment 
5-ton  wrecker  truck 

5-ton  cargo  

Maintenance  

2V£-ton  cargo  truck 
Panel 


5,010 


175.000 


N/A 


100 
7 
2 
2 
1 
4 
11 
1 
2 
1 
1 
1 
1 
1 

70 

30 

100 

146 

1 

1 

1 

5,000 

110 

532 

799 

5,000 

5,000 

100 

19 

39 

9,553 

1 

N/A 

1 

1 

4 

1 

1 

1 

1 

4 

1 

N/A 

1 

1 

1 

1 

5 


1.608,210 


1,608,210 


183.280 


183.280 


13.112 


13,112 


319,600 

69.734 

19.924 

163.154 

56.832 

16.676 

460.042 

8,458 

83,644 

6,621 

16.963 

23.528 

12,000 

9.114 

592,200 

264,900 

400,000 

466,616 

87.047 

4.748 

2.114 

1,580,000 

2,200 

5,320 

7,990 

170,000 

170,000 

319,600 

420,432 

535,743 

1.251,443 

42.588 

5,666 

13,603 

7,623 

8,456 

10,559 

41,882 

46,750 

56,832 

378,948 

17,554 

97,245 

81,577 

17,740 

50,052 

41.822 

54.785 


45,351.00 


809,565.90 


809.565.90 


9.164.00 


9,164.00 


6.556.00 


6,556.00 


16,000.00 

6,972.00 

996.00 

8.158.00 

2.841.00 

832.00 

23.001.00 

423.00 

4,182.00 

331.00 

848.00 

1,176.00 

600.00 

455.00 

59,220.00 

26.490.00 

40.000.00 

23,360.00 

4,352.00 

237.00 

105.00 

80,000.00 

440.00 

1,064.00 

1,598.00 

35,000.00 

35,000.00 

16,000.00 

21,014.00 

26,793.00 

66,871.00 

2,129.00 

1.518.00 

680.00 

381.00 

424.00 

528.00 

2,091.00 

2,337.00 

2,842.00 

18,948.00 

878.00 

4,862.00 

4,079.00 

887.00 

2,503.00 

2,091.00 

2,740.00 


67-803  0-93-13 
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Tin 

In 

_ 

RatifM  valtw 

Com  toy 

Atact- 

tiM 

Acqtit'hoi 

Cirwt 

Lebanon  „ 

546 
546 
546 
546 
546 
546 

546 
546 
546 
546 

546 
546 
546 
546 
546 
546 
546 
546 
546 
546 

546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 
546 

546 
546 

546 
546 
546 
546 
546 
546 

546 
546 

Truck 
Truck 
MB83 
MS82 
MB86 
MB85 

M151 
M35A2AW 
M332 
M151 

Panel 

Cargo 

1 
1 

10 

12 

1 

2 

10 

20 

32 

5 

11.668 
11.030 
79.950 
102.744 
13.737 
14.610 

583.00 
551.00 

1  Vi-ton  cargo  truck 

IVi-ton  cargo  truck 

4.000.00 
5.136.00 

Lebanon  

Ambulance  

lWton  cargo  truck  ..... 

Engine 

687  00 

Lebanon  

730.00 

Total  for  Lebanon  ... 

8.754.064 

565,964.00 

Malta 

28,840 

836.440 

173.408 

5,290 

2884  00 

Malta 

Malta „... 

Malta „ 

2V4  ton  truck 

1V4  ton  trailer  „ 

Transmissions  „ 

Research  vessel 

1W  ton  trailer  

83.640.00 

9.088.00 

530.00 

Total  for  Malta 

1,043,978 

96,142.00 

AGOR 

M332 

M151A2 

M35A2 

M35A2 

M151A2 

M35A2WW 

M332 

M416A1 

M275A2 

1 
147 
64 
100 
47 
30 
85 
15 
76 
15 

Mexico  

5.380.000 

796.593 

1.037,696 

4.675,000 

2,197,250 

486.420 

3.973.750 

81.285 

233.092 

155.610 

709.520.00 
41,74800 

Mexico 

V«  ton  truck 

51,904  00 

Mexico  

2V4  ton  truck 

2V4  ton  truck 

V*  ton  truck 

467,500  00 
219,725.00 

24,330.00 

Mexico 

2V4  ton  truck 

397.375.00 

Ammunition  trailer 

4.260.00 

Mexico 

V«-ton  trailer  

11,62800 

Mexico 

2V4  ton  truck 

15.555.00 

Total  for  Mexico 

19.016.696 

1,943,545.00 

M60 

Complete  hot  mock-up 
Power  supply 

1 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

NAMSA 

NAMSA 

149.309 

3.370 

74.645 

64.230 

3,100 

38.230 

149.229 

64,229 

3.365 

2,053,017 

13.694 

3.100 

11,290 

23,256 

309.541 

59.724.00 
1,348  00 

NAMSA 

Thermal  sight  tester 

29,858.00 

NAMSA 

Trans,  opt  test  set ... 

25  692  00 

NAMSA 

Radiometer  indicator 

Optical  test  set 

1,240  00 

NAMSA  

15,292.00 

NAMSA 

Transmitter  test  set 

59,692.00 

NAMSA 

Transmitter  test  set 

25  692  00 

NAMSA 

Rec-trans  test  set  

1,346.00 

NAMSA 

Head  mirror  aligner 

Power  converter  

821,207.00 

NAMSA 

5,478.00 

NAMSA  

Detector  head  

1,240.00 

NAMSA 

NAMSA 

M60A3 

Commander's  assembly 

Gunner's  assembly 

Test  fixture 

4,516.00 
9  302  00 

NAMSA  

123,816.00 

Total  for  NAMSA 

2,963,605 

1,185,443.00 

0-2 
0-2 

0-2  aircraft 

6 
2 

Namibia  

549.786 
183,280 

27.492.00 

Namibia  

0-2  aircraft 

9,164.00 

Total  for  Namibia  ... 

733,066 

36,656.00 

M151 
M151 
M332 

M35A1/WO 

Engine 

Trans. 

Engines  

Transfer  cases  

Ammunition  trailer 

2 
2 

10 

10 

2 

2 

Niger  

Niger  

Niger  

5,768 
2.116 
54,190 
84,580 
5.768 
2.116 

576.00 

212.00 

5.420.00 

Niger  

2V4  ton  truck 

8,460.00 

Niger  

Niger  

M151 

M151  (transmission)  

576.00 
212.00 

Total  for  Niger  

154.538 

15,456.00 

Vehicles 
Boats  and 
trailers 

Passenger  

79 
12 

Panama 

Panama 

938,994 
9,072 

46,926.00 
456.00 



1 
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Typo 

IM 

Doscriptioa 

Motrfiad  vtlm 

Country 

Mtoo- 

Hn 

AcquuitKW 

Curreal 

Panama 

546 
546 
546 
546 
546 
546 
546 

546 

546 

546 
546 
546 
546 
546 

546 

546 

546 
546 

Equip. 

Equip. 

Material 

Uniforms 

Equip. 

Spares 

Supplies 

Electronics  

Electronics  

Office  

40 
6 

n/a 

N/A 
N/A 
N/A 
N/A 

36.080 

1,800 

28,980 

91.507 

600 

1,800.00 

180.00 

2.853.00 

8.025.00 

Panama 

Individual  

Automotive 

General 

180.00 
2,180.00 

3,100.00 

Total  for  Panama 

1,107.033 

65,700.00 

N/A 

Saudi  Arabia 

91.156 

45,578.00 

Total  for  Saudi 

91.156 

45,578.00 

Arabia. 

TPM55A2 

20  mm  ammunition 

N/A 

Singapore 

25,100 

11,600.00 

Total  for  Singapore  . 

25,100 

11.600  00 

M901A1 

M101A1 

M127 

M332 

M416A1 

Improved  tow  vehicle 

V*  ton  trailer 

18 

2,911 

195 

362 

2,971 

N/A 

Thailand 

6,658.308 
7,492,914 
849,810 
1.964,936 
9,112,057 

1,331,658.00 
337.676.00 

Thailand 

12  ton  stake  semitrailer 

Wt  ton  trailer  

42.510.00 
102,808.00 

V*  ton  trailer  

454,563.00 

Total  for  Thailand 

26,078,025 

2,269.215.00 

Power  equipment  

United  Kingdom  

293,000 

58.600.00 

Total  for  the  United 

293,000 

58.600.00 

Kingdom. 

fVA 

Parachute  harness 

N/A 

4.826 

1,448.00 

Total  for  Venezuela 

4,826 

1.448.00 

0-2 
0-2 

0—2  aircraft 

2 

1 

183,262 

91.640 

9.164.00 

0—2  aircraft 

4,582.00 

Total  for  Zimbabwe 

274,902 

13.746.00 
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Country 

Typo  of 

Truster 

Hm 

Quantity 

Total  Acquisi- 
tion Value 

Total  Current 
Value 

Egypt 

Egypt 

Egypt 

Egypt 

Egypt 

Egypt 

Egypt 

Egypt 

Egypt 

Egypt 

Egypt 

Egypt 

Egypt 

Egypt 

Egypt 

Egypt 

516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 

F-4E  Flight  Trainer  

3 
2 
3 
3 
4 
3 
2 
3 
3 
2 
3 
2 
3 
2 
2 
2 

$123,600 
175,100 
309.000 
200.850 
370.800 
1,660,236 

20,600 
293,550 
664,350 
706,658 

70,413 
417,540 
648.900 

51.500 

50,000 
133,000 

$49,440 

F-4E  Elec  Sys  Trainer 

70,040 

F-4E  Landing  Trainer 

123,600 

F-4E  Seat  and  Canopy  Trainer 

F-4E  Attitude  Ref.  Trainer 

80.340 
148.320 

F-4E  Nav  System  Trainer 

664.095 

F-4E  Draft  Chute  System  Trainer  .. 
F-4E  Armament  System  Trainer  .... 

F-4E  Autopilot  System  Trainer 

F-4E  Radar  Altimeter  Trainer 

F-4E  Comm.  System  Trainer 

F-4E  Naviga.  Ident.  Trainer 

F-4E  Weapons  Control  Trainer 

F-4E  Fire  Control  Trainer 

8.240 
117.420 
265.740 
282.664 

28.167 
167,016 
259,560 

20,600 

F-4E  Nose  Gun  System  Trainer 

F-4E  Central  Air  Data  Computer  ... 

20,000 
53.200 
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Count  ly 


Typaof 

Trawtw 


to«rt*y 


Total  Acqiiji- 

tiMVllM 


Total  Canaat 
Valaa 


Egypt  

EOP*  

Egypt  

EOT*  

Egypt 

Egypt  

Total  tor  Egypt 

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece 

Greece  

Greece  

Greece  

Greece  , 

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece 

Greece 

Greece  

Greece  

Greece 

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece 

Greece  

Greece  

Greece  

Greece 

Greece 

Greece 

Greece , 


516 
516 

516 
516 
516 
516 


ME  Variable  Inlet  Engine  Trainer 
ME     ESTS    AN/ARM-182    Test 
Trainer. 

M1002  Wreckers 

M35A1  Trucks 

M151A2WR  Trucks 

ME  Aircraft 

A-7E 

TF-41  Engines  with  Containers 

TF-41  Quick  Engine  Change  (QEC) 
Kit. 

A-7E  Set  of  Peculiar  Inter.  Level 
Maintenance  Support  Equipment. 

AN/AAFM5  RIR  Pods 

M  Training  Equipment  Engine 
Tool  Set 

Radar  Altimeter 

Navigation  Indent 

Flight  Director 

Electrical  System 

Landing/Arrest  Gear  

Attitude  Ref 

Navigation  System 

Armament  System  

INS  Navigation  System 

Comm  System  

SM-1  Block  V  Missiles  and  Con- 
tainers. 

M151A2  Trucks 

M151A2WR  Trucks 

M51A1  Dump  Truck  5T 

M880  Truck  Cg  lVVTon  

M85  Machine  Gun 

M240  Machine  Gun 

VW  Minim  Bus 

Trl  Mtd  Generators  

Skid  Mtd  Generators 

Warehouse  Tractor 

Leaf  Springs 

Pump  Assembly 

Tires 

Tractor  Cabs 

Axle  Assembly*  

Vehicle  Parts  

Engine,  Transmission  Assembly 

Trk  Mtd  Refrigerator 

Decontam  Shower 

Water  Tank  Trailer 

Fuel  Tanker  Trlr 

Trir  Mtd  Refrig 

Trk  Tractor 

Cargo/Pass  Trk 

Front  End  Loader 

Tank  Fuel  Trk 

Lowboy  Trailer 

Flatbed  Trailer 

Flat  Tractor  Trk 

Tank  Fuel  Trailer 

Cargo  Trailer 


1 
1 

50 

40 

600 

1 


26 

28 

1 


20 
1 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
144 

246 

155 

18 

35 

100 

100 

6 

9 

3 

1 

37 

24 

208 

6 

4 


2 

22 

112 

18 

40 

62 

35 

82 

21 

88 

119 

28 

4 

2 

19 


36.050 
112.291 

9.906.500 

353.040 

13,276,800 

2,205,000 


$31,785,778 


$101,278,086 

52.526.488 

17.700 

5.000.000 

20.462.340 
39.327 

353.358 
208,790 

41,200 

87,550 
103,000 

92,700 
208.770 

97,850 
553,412 

23.471 
18.720.000 

3,988.644 

3.429,840 

294,984 

279.825 

2.607.100 

506,300 

72.000 

169,674 

45.000 

8.000 

3.700 

3.600 

28.100 

6,000 

8,000 

406,400 

24,000 

1.100,000 

2.114.000 

180,000 

400.000 

2,480.000 

451,500 

1,502,980 

4,479.720 

2.683.600 

8.330,000 

1,400,000 

533,332 

48,000 

380,000 


14,420 
44.196 

2.971,950 

35,280 

664,200 

286,906 


$6,375,394 


$10,761,894 

5,387.894 

1.700 

500.000 

4,092,460 
15,731 

141,343 
83.516 
16.480 
35.020 
41.200 
37,080 
83.508 
39.140 

221,365 

9.388 

5.012.208 

199.506 

171.585 

29.484 

14,000 

1,303,550 

253,150 

3,600 

8,484 

2.250 

400 

185 

180 

14.050 

300 

200 

102,000 

12.000 

55.000 

105.700 

9,000 

20,000 

124.000 

22.575 

75,144 

223,986 

134,180 

416,000 

70,000 

26,667 

2,400 

19,000 
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Country 


Typed 
Tranter 


OjM«t*y 


Total  Acquw- 
tion  Vale* 


Total  Current 
ValiM 


Greece  

Greece  

Greece  

Greece  

Total  for  Greece  . 

Israel  

Israel  

Israel  

Israel 

Israel  

Israel  

Israel  

Israel  

Israel 

Israel  

Israel 

Israel  

Israel 

Israel 

Israel  

Total  for  Israel  .., 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Morocco 

Total  for  Morocco 

Portugal  

Portugal  

Total  for  Portugal 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 


516 
516 
516 
516 


516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 


516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 


516 
516 


516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 


C-130B  Aircraft  

M52A2  Trk  Tractor 

M52A2  Trk  TractorW/W 

M49A2C  Fuel  Service  Truck 

MAN-GY  Trucks 

HFJ  Trailer 

813  Tatra  6X6 

815  Tatra  8X8 

M151A2  Trucks 

M151A2WR  Trucks 

M35A1  Trucks 

CH-53A  Helicopter  

PAVE  SPIKE  Pods 

PATRIOT/HAWK  Spares 

MEP026A  Generators 

M151  Engine  

M151  Transmission 

AH-1E  Cobra  Fuselage  

FUR  Spare  Parts  

M882  Trucks 

M275A2  Trk  Tractor 

M880  Trucks 

M151A2  Trucks 

M35A1  Trucks 

M51A1  Dump  Trk  5-Ton  

M151A1  Trk  Utl  %-Ton 

AN/MPQ  49  Test  Set 

AN/MPM  57  Test  Set  

AN/MPM  59  Test  Set  

AN/TSM  126  Shop  Set  

AN/AAR-FLIR  Pods 

Pressure  Test  Equipment  ... 

C-130B  Aircraft  

T-38  Simulator 

M42A1  Duster  Spares 

40MM  M-81  Ammo 

40MM  Ammo  HEI-T 

40MM  Ammo  HE-T 

T-38  Aircraft  

M35A1  Trucks 

M275A2  Trk  Tractor 

MIOOl  Tractors  

M1002  Tractors  

M-1014  Tractors 

M-1013  Tractors 

AH-1P  Helicopters 

M746  Truck  Tractors  

C-130B  Aircraft  

Bombrack  TER-9 

Bombrack  TER-9 

0-2  Aircraft,  USAF 


5 
28 

5 
50 


141 

69 

216 

211 

500 

116 

75 

6 

20 


340 

1200 

1500 

2 


210 

8 

171 

350 

40 

20 

76 

12 

3 

3 

3 


10 


63,972 

283,776 

93,694 

40 

30 

12 

42 

86 

31 

11 

22 

69 

1 

148 

80 

6 


6,919.370 

424,648 

79,170 

4,288.100 


$249,489,029 


$19,740,000 

3,382,380 

24,300,000 

43.441,102 

8,107,000 

2,566,848 

661,950 

13,250,580 

5,731,260 

2,637 

1,178,780 

3.460,800 

1.587,000 

164,760 

7,412,253 


$134,987,350 


$1,798,020 

79,696 

1,367,145 

5,674.900 

353,040 

327,760 

1,232,264 

12,396,000 

8,100.000 

120.000 

825.000 


$32,273,825 


$10,231,170 
7,651 


$10,238,821 


$5,535,496 

4,120.000 

1.355.296 

500.261 

2,622,090 

547,172 

55,048,520 

264,780 

119,544 

7,387,716 

17,039,180 

4,650,000 

1,650,000 

33,000,000 

9,649,443 

1,383,874 

446,072 

241,120 

549,786 


2,767,750 

21.232 

4,750 

435.300 


$33,127,401 


$987,000 

169,119 

1,215,000 

2,172.245 

405.500 

128.412 

66.150 

6.538.158 

1,146,260 

1,318 

58.939 

345.600 

158.700 

32,952 

2,962,013 


$16,387,366 


$89,880 

7,968 

68.400 

283.850 

35,280 

32,760 

62,168 

2,479,920 

1,620,000 

24,000 

165,000 


$4,869,226 


$2,046,230 
3,824 


$2,050,054 


$2,214,200 

1,648,000 

677,648 

250,130 

1,311,045 

273.586 

11,009,720 

26,460 

11,952 

221,340 

5,111.754 

2.325,000 

825,000 

5,764,000 

964,896 

553,550 

44,607 

24,112 

27,492 


386 


DSAA/EOA  Report  FY  1992— Continued 

[My  27.  1HJ] 


Countiy 

T»«ot 
Tranter 

Itta 

QMltilY 

Total  Acqum- 
tiofl  Value 

Total  Cumin 
ViIm 

Turtey 

Turtey 

Turtey 

Turtey 

Turtey 

Turtey 

Turtey 

Turtey 

Turtey 

Turtey 

516 
516 
516 
516 
516 
516 
516 
516 
516 
516 

C-130B  Aircraft,  USAF 

1 
44 

8 
20 
47 

6 
32 
59 
83 
42 

1.383.874 

40.700,000 

21.600,000 

800,000 

102,460 

1.650,000 

6.720,000 

2.950.000 

9,960.000 

5,873.574 

553.550 

AN/MPQ-32  Test  Set.  USA  

8,140,000 

AN/MPM-57  Test  Set 

4,320,000 

AN/MPM-59  Test  Set,  USA 
MEP-022A  5KW  Gen  Set,  USA 
AN/TSM-126  Shop  Set.  USA 
Personnel  Crg  Trk,  DRMS 

160.000 

20,492 

330,000 

336,000 

Heavy  Eqp  Trans,  DRMS 

Personnel  Crg  Trk,  DRMS 

147,500 
498,000 

M746  Truck  Tractors  

587,328 

Total  for  Turkey 

$238,297,946 

$48,422,131 

517 
517 
517 
517 
517 
517 
517 
517 
517 
517 
517 
517 

MREs 

LUCs  

OV-10  Equip  ..            

209,000 
4 

Colombia  

Colombia  

Colom  bia 

$890,340 

1,428.000 

246.944 

111,016 

32.776 

175,898 

132,390 

69,645 

42,810 

48,966 

1,372,192 

372,922 

$445,170 

571,000 

96,032 

Colombia 

M51  Dump  Trk  5-Ton  

8 
2 
1 

15 

3 

5 

2 

16 

23 

11.096 

Colom  bia   . 

M51A1  Dump  Trk  5-Ton  

3.276 

Colombia  .. 

M1001  Truck 

52.770 

Colom  bia 

M35A1  Trucks 

13,230 

Colombia   . 

M62  Trucks 

6,963 

Colombia  ... 

M882  Trucks 

2.140 

Colom  bia 

M543  Trucks 

4,896 

Colom  bia 

M49A2C  Trucks 

137.216 

Colombia 

M151A2  Trucks 

18,653 

Total  for  Colombia  . 

$4,923,899 

$1,362,442 

517 

MREs 

57,000 

Fern 

$242,820 

$121,410 

Total  for  Peru  .. 

$242,820 

$121,410 

519 

C-130B  Aircraft  

2 

Argentina  

$5,400,000 

$4,223,892 

Total  for  Argentina 

$5,400,000 

$4,223,892 

519 

C-130B  Aircraft  

1 

Bolivia 

$2,100,000 

$1,474,000 

Total  for  Bolivia 

$2,100,000 

$1,474,000 

519 
519 
519 
519 
519 

M49A2C  Tank  Trk  

10 
10 
10 
28 
50 

Chad 

$857,620 

79.950 

137,370 

247,128 

810,700 

$85,760 

Chad   . 

M880  Trk  Cargo 

4.000 

Chad 

M886  Trk  Amb 

6,870 

Chad  . 

M35A1  Trk  Cargo 

24,696 

Chad 

M151A2  Trk  Utl  

40,550 

Total  for  Chad 

$2,132,768 

$161,876 

519 
519 
519 
519 
519 
519 
519 
519 
519 
519 

C-130B  Aircraft  

1 
1 
1 
8 
1 

10 

20 

6 

1 

3 

Chile 

$2,100,000 

2.100.000 

4,060.000 

25,947.632 

1.900.000 

162.140 

1.672.800 

166.200 

55,867 

8.691,000 

$840,000 

Chile 

C-130B  Aircraft  

840,000 

Chile 

T— 50  Aircraft  Trainer 

1.700,825 

Chile 

Chile 

Chile 

P-3A  Aircraft,  USN 

C-130B  Aircraft,  USN  

M151A1  Vfc-Ton  Truck 

5,470,360 

1,363,179 

8.110 

Chile  .. 

M35A2  2V*-Ton  Truck 

83.640 

Chile 

M1010  IVi-Ton  Amb 

16.620 

Chile 

Sail  Training  Vessel  

25,000 

Chile 

Navel  Vessels  

2,332,480 

Total  for  Chile 

$46,855,639 

$12,680,214 

519 
519 

C-130B  Aircraft  

1 
8 

Colombia 

$2,100,000 
1,668,000 

$1,620,146 

Colom  bia 

T— 37  Aircraft  ...  

166,800 
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Country 

Typo  of 

Transfer 

Km 

Quantity 

Total  Acquisi- 
tion Value 

Total  Current 
Value 

Total  for  Colombia 

$3,768,000 

$1,786,946 

519 
519 
519 
519 
519 
519 

M151A2  Trucks 

32 
2 
4.698 
4.700 
9.393 
1.176 

Costa  Rica 

$518,848 
1,600,000 
37.114 
37.130 
68.135 
67.737 

$25,952 

Costa  Rica 

C-7  Aircraft 

320,000 

Costa  Rica 

Man's  Cotton  Trousers  

11.134 

Costa  Rica 

Man's  Cotton  Trousers  

18.565 

Costa  Rica 

Man's  Cotton  Coat  

34.114 

Costa  Rica 

Combat  Boots 

20.321 

Total  for  Costa  Rica 

$2,328,964 

$430,086 

519 
519 
519 
519 

M35A1  Trailer 

20 
10 
40 
50 

Djibouti  

Djibouti  

Djibouti  

Djibouti 

$176,520 
857,620 
885.120 
153.350 

$17,640 

M49A2C  Truck  

85,760 

M151A2WR  Truck 

44.280 

M416A1  Trailer  

7,650 

Total  for  Djibouti     

$2,072,610 

$155,330 

519 
519 
519 
519 

M151A2  Trucks 

250 
10 
30 
50 

Dominican  Republic  ... 

$4,053,500 

88.260 

239,850 

365,250 

$202,750 

Dominican  Republic 

Dominican  Republic 

M35A1  Trucks 

8,820 

M880  Trucks 

12,000 

Dominican  Republic 

M885  Trucks 

18,250 

Total  for  Dominican 

$4,746,860 

$241,820 

Republic. 

519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 

AN/MPQ  32  Radar  

7 
2 

4 
7 
1 
2 

24 

3 

122 

3 

97 

20 

22 

208 

60 

24 

3 

8 

30 
32 
8 
1 
6 
3 
2 

Ecuador 

$6,475,000 
5,400,000 

160,000 
15,260 

275,000 
5,500,000 

393,312 
35,589 

975,390 
37,599 

419,331 
61,340 

160,710 
3,372,512 

529,560 

531,072 
40,110 

111,016 

330,900 

439,584 
60,384 
24,483 
51,372 
69,645 
91,764 

$1,295,000 

Ecuador 

AN/MPM  57  Radar 

2,160,000 

Ecuador 

AN7MPM  50  Test  Set  

32,000 

Ecuador 

MEP  022A  Generator 

3,052 

Ecuador 

Ecuador 

AN/TSM  

C-130B  Aircraft  

55,000 
3,518,333 

Ecuador 

M511A1  Dump  Trk,  5-Ton  

39,312 

Ecuador 

M54  Trk,  Cargo  5-Ton  

3,558 

Ecuador 

M880  Trk  Cg  1  WTon 

48,800 

Ecuador 

M893  Trk  Amb  1  WTon  ... 

1,881 

Ecuador 

M890  Trk  Cg  1  tt-Ton 

20,952 

Ecuador 

M416A1  Trl  Cg  1  Vi-Ton  

3,060 

Ecuador 

M885  Trk  Cg  1  '/4-Ton 

8,030 

Ecuador 

M151A2  Trk  Cg  Vi-Ton  .. 

168,688 

Ecuador 

M35A1  Trk  Cg  2  '/4-Ton 

52,920 

Ecuador 

M151A2WR  Trk  Cg  Vi-Ton  

26,568 

Ecuador 

M52A1  Trk  Trt  5-Ton  

4,011 

Ecuador 

Ecuador 

M51  Trk  Dump,  5-Ton  

M883  Trk  Cg  1  tt-Ton 

11,096 
16,560 

Ecuador 

M886  Ambulance  1  WTon 

21,984 

Ecuador 

M881  Trk  Cg  1  '/4-Ton 

3,016 

Ecuador 

M543  Trk  Wrecker  5-Ton  

2,448 

Ecuador 

M882  Trk  CG  1  WTon  

2,568 

Ecuador 

M62  Trk  Wrecker  5-Ton  

6,963 

Ecuador 

R-9  Refueling  Truck  

9,176 

Total  for  Ecuador 

$25,560,933 

$7,514,976 

519 
519 

M151A2  Trucks 

50 
10 

Jamaica 

$810,700 
88,260 

$40,550 

Jamaica 

M35A1  Trucks 

8,820 

Total  for  Jamaica 

$898,960 

$49,370 

519 
519 
519 
519 

M416A1  Trailers  

25 

28 

49 

2 

Oman 

$76,675 
5,547,640 
8,619,002 
5,200,000 

$3,825 

Oman 

M1002  Wrecker  10-Ton  

1,664.292 

Oman 

M1O01  Trk  Tractor  10-Ton  

2,585,730 

Oman 

C-130B  Aircraft  

2,794,314 
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Country 

Tyi*of 

Triiifef 

Km    . 

Qswrtiry 

Total  Acq«t»- 
tio*  Vilw 

Total  Current 

VtlM 

Total  for  Oman 

$19,443,317 

$7048161 

519 
519 

M151A2  Trucks 

12 
91 

Paraguay  

$194,568 
2,013.648 

$9  728 

Paraguay  

M151A2WR  Trucks 

100  682 

Total  for  Paraguay  

$2,208,216 

$110410 

519 
519 
519 

Misc.  Clark  AFB 

Philippines  

$81,161,219 

3,800,000 

34,835,615 

$10,937  872 

Philippines  

C-130B  Aircraft  

2 

3  711,318 

Philippines  

Misc.  Subic  Bay 

5,225,343 

Total  for  Philippines  .... 

$119,796,834 

$19  874  533 

519 
519 

M49A2C  Tank  Trk 

56 
1 

Tunisia 

$4,802,672 
5,390,000 

$480256 

Tunisia  

AGOR-12  Naval  Vessel  

2  285  120 

Total  for  Tunisia 

$10,192,672 

$2  765  376 

519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 
519 

MREs 

M51A1  Trucks 

57,000 

11 

230 

89 

6 
20 

2 
88 

2 
23 

2 

2 

Uruguay 

Uruguay 

$242,820 

180.268 

1,838,850 

272,963 

66,180 

176,520 

26,740 

1,208.856 

34,840 

1,972,526 

19,924 

4,300,000 

$121,410 
18  018 

Uruguay 

M880  Trucks 

92000 

Uruguay 

M416A1  Trucks 

13  617 

Uruguay 

M884  Trucks 

3.312 

Uruguay 

M35A1  Trucks 

17  640 

Uruguay 

M52A1  Trk  Tractor 

2  674 

Uruguay 

M886  Trucks 

60.456 

Uruguay 

M292A2  Trucks 

3484 

Uruguay 

M49A2C  Trucks 

197,248 

Uruguay 

M275A2  Trk  Tractor 

1.992 

Uruguay 

C-130B  Aircraft  

2,834,500 

Total  for  Uruguay  

$10,340,487 

$3,366,351 

FMS 
FMS 

Ship  spares,  USN  

Aircraft  spares,  USN 

Argentina  

$372,884 
161,622 

$182,581 

Argentina  

78,418 

Total  for  Argentina 

$534,506 

$260,999 

FMS 
FMS 
FMS 
FMS 
FMS 

PAVE  TACK  Pods 

5 

Australia  

$6,550,000 

519,473 

384,461 

143,600 

27,637 

$344,170 

Australia  

Ship  spares,  USN  

Aircraft  spares,  USN 

ADP  Equipment 

246,400 

Australia  

186,451 

Australia  

7.181 

Australia  

EOD  Training  Aids 

1.382 

Total  for  Australia  

$7,625,171 

$785,584 

FMS 

Body  Armor,  DRMS  

Austria  

$153,859 

$7,657 

Total  for  Austria 

$153,859 

$7,657 

FMS 
FMS 
FMS 
FMS 
FMS 
FMS 

LCUs  

Vehicles  

Camo  screening/MAN  Trk 

4 

313 

Bahrain  

Bahrain  

Bahrain  

$1,428,000 

20,365.164 

615.900 

320.511 

54,057 

700,000 

$571,000 
948.775 
197,360 

Bahrain  

Ship  spares,  USN  

Aircraft  spares,  USN 

MAN  Trks,  Cargo 

159,819 

Bahrain  

24,984 

Bahrain  

5 

35,000 

Total  for  Bahrain 

$23,483,632 

$1,937,938 

FMS 
FMS 

Munition  Tri  MHU-12/M  

60 

Belgium 

$219,240 
314,410 

$10,962 

Belgium  

Ship  spares,  USN  

156,758 

Total  for  Belgium  

$533,650 

$167,720 

FMS 

Brazil 

$17,239,058 

$862,596 
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Coattiy 


Brazil 

Brazil 

Brazil 

Brazil 

Brazil 

Brazil 

Brazil 

Brazil 

Brazil 

Brazil 

Brazil 

Brazil 

Brazil 

Total  for  Brazil  

Cameroon 

Cameroon 

Cameroon 

Total  for  Cameroon 

Canada  

Canada  

Canada  

Total  for  Canada  .... 

Chile 

Total  for  Chile  

Colombia  

Colombia 

Colombia  

Colombia 

Colombia  

Total  for  Colombia 

Costa  Rica  

Costa  Rica  

Costa  Rica  

Costa  Rica  

Costa  Rica  

Costa  Rica  

Total  for  Costa  Rica 

Denmark 

Total  for  Denmark  . 

Ecuador 

Total  for  Ecuador  .. 

Egypt 

Egypt 

Total  for  Egypt  

France  

France 

France  


Typaot 
Tnttta 


FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 


FMS 
FMS 
FMS 


FMS 
FMS 
FMS 


FMS 


FMS 
FMS 
FMS 
FMS 
FMS 


FMS 
FMS 
FMS 
FMS 
FMS 
FMS 


FMS 


FMS 


FMS 
FMS 


FMS 
FMS 

FMS 


Ship  spares,  USN  

Aircraft  spares,  USN 

Hiway  Floatin  Bridge 

Raft,  Floating  Bridge 

Boats,  bridge 

Road  Rollers  

Texoma  Auger 

Diesel  Engine 

Generator  Set 

Diesel  Engine 

0-1  Aircraft,  DRMS 

0*    1  Engines 

Torpedo  Components 

M151A2  Trucks 

M49A2C  Trucks 

M884  Trucks 

Ship  spares,  USN  

Aircraft  spares,  USN 

Avionics  Support  Equip  ... 

A-37B  Aircraft 

M49A2C  Trucks 

M51A1  Dump  Truck  5-Ton 

M151A2  Trucks 

Ship  spares,  USN  

Aircraft  spares,  USN 

M151A2  Trucks 

M151A2  Truck  ROP 

Ambulance 

Panel  Truck 

Carryall  Van 

Carryall  Van 

AN/GQM-13A  CHP  fame  . 

A-37B  Aircraft 

Ship  spares,  USN  

Aircraft  Spares,  USN  

F4C  Airframe  

Ship  spares,  USN  

Aircraft  Spares,  USN  


Q»iirt*j 

Total  Acqitai- 
Hh  mm 

Total  CitTNt 

Vain 

441.632 
132.307 
10,466.610 
333,246 
169,338 
114.752 

67.840 
294,616 

21.956 
315.660 
269.864 

23.100 
2.527,000 

212,407 

64.406 

15 
3 

6 
4 
1 

28 
2 

30 

14 

7 

523.335 
16.662 
16.932 

5,736 

3,392 
88.396 

6.586 
94.710 
84,000 

5.280 
1.028,074 

$32,416,979 

$3,012,512 

150 

20 

250 

$2,432,100 
1,715,240 
2,757,500 

$121,650 

85.760 

138,000 

$6,904,840 

$345,410 

$356,933 

225,395 

1.344,981 

$176,789 

108,876 

413,145 

$1,927,309 

$698,810 

10 

$5,220,000 

$1,117,798 

$5,220,000 

$1,117,798 

2 

2 

30 

$171,524 

32,776 

486,420 

24,996 

94,850 

$17,152 

3,276 

24.330 

11.266 

45,812 

$810,566 

$101,836 

2 
1 
2 
1 
1 
1 

$32,428 
22,128 
60,094 
16,477 
11,613 
19,155 

$1,621 

1,106 

3.004 

823 

580 

$161,895 

$8,091 

1 

$3,470 

$58 

$3,470 

$58 

4 

$1,576,000 

$448,048 

$1,576,000 

$448,048 

$334,960 
182,978 

$166,674 

88,613 

$517,938 

$255,287 

1 

$1,806,000 

346,548 

61.160 

$4,500 
170,857 

29,489 

390 


0SAA/E0A  Report  FY  1992— Continued 

U*  27. 1M3) 


Coiitiy 


T»orf 
Tntsfw 


OjMrtty 


Total  Acqim- 

MmVMoO 


Total  CtnMrt 


France 

Total  for  France  .... 

Germany 

Germany 

Total  for  Germany 

Greece  

Greece 

Total  fur  Greece  .... 

Indonesia  

Indonesia  

Total  for  Indonesia 

Israel 

Israel 

Total  for  Israel  

Italy 

Italy 

Total  for  Italy 

Japan  

Japan  

Total  for  Japan 

Korea 

Korea 

Korea 

Total  for  Korea  

Kuwait 

Kuwait 

Total  for  Kuwait .... 

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  


FMS 


FMS 
FMS 


FMS 

FMS 


FMS 
FMS 


FMS 
FMS 


FMS 
FMS 


FMS 
FMS 


FMS 
FMS 
FMS 


FMS 
FMS 


FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 


Carcass  70  FCS,  USN 


Ship  spares,  USN  .... 
Aircraft  spares,  USN 


Snip  spares,  USN  .... 
Aircraft  spares,  USN 


Ship  spares,  USN  .... 
Aircraft  spares,  USN 


Ship  spares,  USN  .... 
Aircraft  spares,  USN 


Ship  spares,  USN  .... 
Aircraft  spares,  USN 


Ship  spares,  USN  .... 
Aircraft  spares,  USN 


FAAR  Radars 

Ship  spares,  USN  .... 
Aircraft  spares,  USN 


Ship  spares,  USN  .... 
Aircraft  spares,  USN 


11 


Cargo  Trailer,  DRMS 

Helmet  

Body  Armor 

Body  Armor 

Safe  

Examination  Gloves 

Trk  Cargo  2  V*-T»n 

Trk  Cargo 

Trk  Cargo 

Trk  Cargo 

Bridge  Boat  

Road  Grader 

Truck  Wrecker 

Trk  Dump 

Trk  Cargo  5-Ton  

Tent  Frame 

Trk  Cargo  2  '.4-Ton 

Trk  Cargo  2  V4— Ton  ... 

Trk  Cargo  5-Ton  

Forklift,  10,000  Pounds 


1 

32 

1,97 

6 

384 


3.755.400 


$5,969,108 


$429,492 
195.507 


1624,999 


$483,010 
178,905 


$661,915 


$363,710 
134.184 


$497,894 


$353,187 
274.244 


$627,431 


$474,558 
84,372 


$558,930 


$389,540 
229,046 


$618,586 


$11,950,000 
417.183 
177.417 


$12,544,600 


$17,198 
161,776 


$178,974 


$14,805 

42.198 

65,109 

32.760 

2,200 

1.536 

233.750 

292.754 

25.374 

56,382 

141,115 

25,374 

54,842 

40.233 

53.220 

3,128 

246,000 

287.000 

54.200 

33,000 


786.400 


$991,246 


$207,670 
95.076 


$302,746 


$231,444 
86,810 


$318,254 


$178613 
65.084 


$243,697 


$174,902 
133,299 


$308,201 


$226,104 
40,939 


$267,043 


$188,592 
110.470 


$299,062 


$2,390,000 

202,926 

86.133 


$2,679,059 


$8,262 
78,787 


$87,049 


$3,075 

2.254 

1,973 

1.664 

228 

80 

12,100 

15,155 

1,314 

2,942 

14.610 

1.314 

2,840 

2.805 

2.757 

162 

12,990 

16.940 

2,805 

1,708 
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Courtly 


Tyt*o» 
Truster 


Qvairtity 

Total  Acquisi- 
tion V»l»« 

Total  Current 
ValM 

36 

1,080 

72 

1 

250 

13 

5 

3,250 

170 

2 

26,518 

10.978 

25 

4.450 

250 

2 

1,204 

64 

1 

15.000 

3,105 

1 

10.000 

2.070 

7 

1,400 

77 

9 

9.243 

486 

2 

4.228 

220 

2 

4.630 

240 

9 

48,447 

2.511 

2 

106,496 

5.512 

2 

16.182 

838 

1 

31.522 

3,263 

10 

195.740 

20,260 

2 

40.640 

2,140 

1 

15.388 

1.593 

1 

8.877 

919 

1 

26,156 

2.706 

5 

1.000 

210 

1 

20,320 

2.104 

1 

8.892 

921 

2 

5,220 

542 

1 

28,806 

2.907 

7 

3,500 

364 

1 

150 

47 

25 

2,500 

30 

1 

70,602 

4.113 

170 

9,690 

510 

14 

6,370 

658 

50 

2.850 

300 

1 

11.091 

574 

$2,446,672 

$170,483 

10 

$137,370 

$6,870 

$137,370 

$6,870 

334,659 

165,729 

115,868 

56,099 

$450,527 

$221,828 

113 

$2,500,464 

$125,091 

327 

3.583.294 

179.231 

13 

260,702 

13,039 

16 

914,976 

91,488 

2 

28.498 

2.848 

855 

13,797.990 

1.379,970 

36 

2.388,888 

238,860 

14 

229.432 

22,932 

75 

599.625 

30,000 

494 

1.305.148 

65.208 

375.327 

183,647 

62,814 

30,234 

$26,047,158 

$2,362,548 

$320,245 

$159,571 

64,237 

31,015 

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  , 

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Lebanon  

Total  for  Lebanon 

Madagascar  

Total  for  Madagascar 

Malaysia 

Malaysia 

Total  for  Malaysia  .... 

Mexico  

Mexico  

Mexico  

Mexico  

Mexico  

Mexico  

Mexico  

Mexico  

Mexico  

Mexico  

Mexico  

Mexico  

Total  for  Mexico 


FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 


FMS 


FMS 
FMS 


FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 


FMS 
FMS 


Vise 

Vise 

Generator 

Generator  Trl  Mtd  

Telephone  TA-312 

Switchboard 

Freezer  on  Trlr  

Generator,  Fiat 

Gas  Pump 

Cargo  Trlr  1  V4-Ton  

Water  Trlr  1  V*-Ton 

Cargo  Trlr  Ya-Ton 

Trk  Cargo  2  V*-Ton  M35 
Trk  Cargo  5-Ton  M813  .. 
Trk  Van  2  V*-Ton  M109 

John  Deere  Tractor 

Generator  Set 

Trk  Dodge  5-Ton  

Volkswagon  Carryall 

Water  Trailer 

Trk,  Van  Shop 

Pallet  Jack 

Truck  5-Ton  

Water  Trailer 

Generator  Set 

Truck  Dump 

Generator 

Office  Supplies  Lot 

Electrical  Cable  Rolls  .... 
Clothing  and  Textiles  Lot 

Folding  Cots  

Lawn  Mower 

Folding  Cots  

Wet  Weather  Gear  Lot  ... 

M886  Ambulance 

Ship  spares,  LBN  

Aircraft  spares,  USN 

M151A2WR  Trucks 

M151A2  Trucks 

M718A1  Trucks 

M520  Trucks 

M561  Trucks 

M151A2TW  Trucks  

M559  Trucks 

M51A1  Dump  Trk  5T 

M880  Trucks 

M416  Trailers  

Ship  spares,  USN  

Aircraft  spares,  USN 

Ship  spares,  USN  

Aircraft  spares,  USN 
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Courtly 

Type  of 
Trustor 

ItM 

QmMy 

Total  Acquisi- 
tion V»lw 

Totil  Current 

VllM 

Total  for  Morocco  

$384,482 

$190,586 

FMS 
FMS 
FMS 

MK74  MOD  6  Fire  Control  

3 

Netherlands 

$20,110,650 

1.510,842 

732.913 

$4  022  130 

Netherlands 

Ship  spares,  USN  

743.113 

352,642 

Netherlands 

Aircraft  spares,  USN 

Total  for  Netherlands  .. 

$22,354,405 

$5,117,885 

FMS 

FMS 

Ship  spares,  USN  

New  Zealand  

$334,848 
238,996 

$166,419 
115,135 

New  Zealand 

Aircraft  spares,  USN 

Total  for  New  Zealand  . 

$573,844 

$281,554 

FMS 
FMS 

Ship  spares.  USN  

Aircraft  spares,  USN 

Norway 

$12,341 
176,053 

$5  295 

84,518 

Total  for  Norway 

$188,394 

$89  813 

FMS 

A— 37  Components  from  UrtfryaWe 
Fuselages. 

Peru 

$2,657,000 

$331 872 

Total  for  Peru  

$2,657,000 

$331872 

FMS 
FMS 
FMS 

FMS 
FMS 

Office  Equip 

Philippines  

$144,034 

356.116 

84,613 

$64  728 

Philippines  

Ship  spares,  USN  

175  050 

Philippines  

Aircraft  spares,  USN 

40  864 

Total  for  Philippines  .... 

$584,763 

$280  642 

Ship  spares,  USN  

Aircraft  spares,  USN 

Portugal  

$344,450 
210,070 

$170  300 

Portugal  

98.140 

Total  for  Portugal  

$554,520 

$268440 

FMS 
FMS 

Ship  spares,  USN  

Aircraft  spares,  USN 

Singapore 

$331,594 
196,272 

$164  396 

Singapore  

95  132 

Total  for  Singapore  

$527,866 

$259  528 

FMS 

FMS 
FMS 
FMS 
FMS 

EDA  at  Torrejon  AFB 

Spain 

$3,000,000 
1,500,000 

40,000,000 
528,346 
310,861 

$600000 

Spain 

EDA  at  Zaragoza  AFB 

300,000 

Spain 

EDA  at  Torrejon  AFB 

8000000 

Spain 

Ship  spares,  USN  

Aircraft  spares,  USN 

249.224 

Spain  

150.470 

Total  for  Spain  

$45,339,207 

$9  299  694 

FMS 
FMS 

Ship  spares,  USN  

Aircraft  spares,  USN 

Sweden  

$320,694 
54,057 

$159,967 

Sweden 

25.984 

Total  for  Sweden  

$374,751 

$185  951 

FMS 
FMS 
FMS 

Nlhl-HERC  spare 

Ship  spares,  USN  

Aircraft  spares,  USN 

Taiwan  

$8,090,300 
572.567 
189,794 

$2,427,090 

Taiwan  

274.241 

Taiwan  

91,950 

Total  for  Taiwan 

$8,852,661 

$2,793,281 

FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 

M151A2  Trucks 

24 
10 

Thailand 

$389,136 

827.530 

1.647.477 

857,620 

116,257,936 

30.232.167 

20,294,598 

$19,464 

Thailand 

M49A2C  Trucks 

90,570 

Thailand 

M151  Repair  Parts  

823,738 

Thailand 

M49A2C  Trucks 

10 

31 

7 

6 

85.760 

Thailand 

A— 7E  Aircraft 

5,812,903 

Thailand 

TA-7C  Aircraft 

1,511.608 

Thailand 

SH-2F  Helicopters 

6,710.226 
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Country 

Type  of 
Trenjfet 

it  Ml 

Oja«tity 

Total  Acquui- 
tiwtValM 

Total  Current 
ValM 

Total  for  Thailand 

$170,506,464 

$15,054,269 

FMS 
FMS 

Ship  spares,  USN  

Aircraft  spares,  USN 

Tunisia  

$21,753 
$9,388 
54,057 

Tunisia  

25,984 

Total  fof  Tunisia 

$75,810 

$35,372 

FMS 
FMS 

Ship  spares,  USN  

Aircraft  spares,  USN 

Turkey 

$449,548 
181.529 

$216,845 

Turkey 

88,098 

Total  tor  Turkey  

$631,077 

$304  943 

FMS 
FMS 
FMS 

Misc  Decimomannu  AFB 

Ship  spares,  USN  

Aircraft  spares,  USN 

United  Kingdom  

$368,015 
363,943 
144,945 

$147  207 

United  Kingdom  

179,400 

United  Kingdom  

70165 

Total  for  United  King- 
dom. 

$876,903 

$396,772 

FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 

M35A1  Trucks 

15 
3 
8 

15 

Venezuela 

$132,390 

29,886 

686,096 

7,515 

75,306 

107,067 

14,901 

$13,230 

Venezuela 

M275A2  Trk  Tractor 

2,988 

Venezuela 

M49A2C  Trucks 

68,608 

Venezuela 

Jeep  Tires 

402 

Venezuela 

Ship  spares,  USN  

Aircraft  spares,  USN 

Passenger  Vehicles 

33.726 

Venezuela 

52.003 

Venezuela 

2 

745 

Total  for  Venezuela  

$1,053,161 

$171,702 

DSAA/IDA  Report  FY  1991 

[July  27,  1993] 


Country 


Type  of 
Transfer 


Item 


Quantity 


Total  Acquisi- 
tion Value 


Total  Current 
Value 


Greece 
Greece 
Greece 
Greece 

Greece 
Greece 
Greece 
Greece 
Greece 
Greece 
Greece 

Greece 
Greece 
Greece 
Greece 
Greece 
Greece 
Greece 
Greece 
Greece 
Greece 
Greece 
Greece 

Greece 


516 
516 
516 
516 

516 
516 
516 
516 
516 
516 
516 

516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 

516 


P-3A  Aircraft 

A-7E  Aircraft 

TA-7C  Aircraft 

Communications/Electron  Shop/ 
Test  Sets)  Components. 

Office  FurnVSup 

Medical  Office  Fum 

Utility  Vehicles 

Util.  Shop  Eguip/Tools/  Test  Sets  .. 

F-4  Center  Line  Fuel  Tanks 

F-4  Wing  Fuel  Tanks  

Tank  Shipping  and  Storage  Con- 
tainers. 

F-4E  Ground  Support 

F-4  Simulator 

Commo  System  Trainer  

Navigation  ID  Trainer 

Navigation  Sys.  Trainer 

Cent.  Air  Data  Computer 

813  Tatra  6x6  Tractor 

POL  Fueler  16K 

LKW  5-Ton  Cargo  Truck 

815  Tatra  6x6,  10-Ton  Truck 

Portable  Showers  (Decon)  

SZM  Tatra  Tractor  5th  Whl  Truck, 
915  VI. 

Anhaenger  Tractor  5th  Whl  Truck  .. 


232 

120 
88 

405 
1 
1 
1 
1 
1 
6 
3 
1 
4 

26 
45 

44 


$54,703,632 

25,132,795 

20,980,924 

188,977 

108.327 
204,150 
2.121,350 
2,394,028 
2,413,496 
1,045,318 
70,400 

3,691.970 

5,150,000 

23,471 

208,770 

553,412 

66,500 

675,000 

843,750 

131,250 

600,000 

2,031,250 

5,625,000 

1,100,000 


$16,411,088 

2,610,832 

3,952,164 

11,339 

6,464 

12,279 

107,659 

29,914 

144,768 

62,760 

4,224 

1,292.190 

257,000 

9,389 

83,508 

221,365 

26,600 

33.750 

42,188 

6,562 

30,000 

101.562 

281.250 

55,000 
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Country 

Typaol 
Tratsfar 

Mm 

Ojwrtity 

Total  Acquisi- 
tion Valu« 

Total  Current 
Value 

Greece 

516 
516 
516 

516 
516 

516 
516 
516 

516 

516 
516 
516 
516 
516 

516 
516 
516 

Bulldozer,  Wheeled  

1 

15 
20 

10 
9 

26 

6 

30 

71 

24 

191 

7 

65 
47 

12 

8 

28 

293.750 
3.000,000 
2.500.000 

1.250.000 
928.125 

893.750 

412,500 

2.062,500 

2,662,500 

2,775.000 
2,387,500 
875.000 
2.031,250 
2,203,125 

825.000 

1,900,000 

157,598,448 

14.688 

Greece 

SL— 34  Radader  Scoop  Ldr 

150,000 

Greece  

Greece 

Ural  375D/C  Mech/Engine  Repair 

Vehicle. 

Ural  375  Bee/Charging  Vehicle 

Planiergeraet      T130      Bulldozer, 

Tracked. 
4  8  C8M  Water  Trailer 

125.000 

62.500 
46.406 

44,688 

Greece 

KFZ  Ural  Water  Truck 

20,625 

Greece  

Greece  

Greece 

Kuehl-KFZ   Reefer  with   50L/IKB/A 

Truck. 
Isotherman    Haenger    HL    20.82 

Truck. 
CMC  &  CNTRL  Truck  

103,125 
133.125 
138,750 

Greece  

Greece 

HL  80.02/1  Trailer.  8T  4  Wheeled  .. 
RT  Forklift 

119,375 
43,750 

Greece 

POL  4600  Trailers 

101,562 

Greece 

Greece 

2002  A/C  NVA  Sankra  LO  Ambu- 
lances. 
Ural  5000L  POL  Truck 

110.156 
41,250 

Greece  

Greece  

815  Tatra  CA  18000L  POL  Truck  ... 
F-4E  Aircraft  and  Assoc.  Support 
Equip.. 

95,000 
75.603,892 

Total  for  Greece 

$314,662,218 

$102,747,747 

516 
516 
516 
516 
516 
516 
516 
516 

CH-53A  Helicopters  

7 

260 

3 

15 

Israel 

$15,400,000 

4.215,640 

60,000,000 

190,656,210 

26,569,435 

1,851.530 

916,584 

1,107,016 

$6,580,000 

Israel 

M151A2  Trucks 

212,680 

Israel 

UPD-8  Ground  Stations  

3,000,000 

Israel 

F-15A/B  Aircraft 

67,291,875 

Israel 

SLAR  Parts 

1,906,982 

Israel 

GBU-8  Parts  ... 

740,437 

Israel 

VRC/PRC  Radio  Modules  ..; 

274.977 

Israel 

M151  Spares  

553,508 

Total  for  Israel 

$300,716,415 

$80,560,459 

516 
516 
516 
516 
516 
516 
516 

M85  .50  Cal  MG 

60 

60  279,000 

20 

$1,564,260 

83.700 

118,852,840 

1,466,683 

2,332,545 

21,814,361 

1,271,422 

$469,260 

M240  7.62MM  MG  

Morocco 

F-16A/B  Aircraft  (Without  Engines) 
AN/DSM-79  Chaparral  and  Spares 

Vehicles  

Vehicles  

M151  Spares  

59,324,000 
346.036 

Morocco 

Morocco  

405 
3,146 

122.520 

1,315,148 

635,712 

Total  for  Morocco 

$147,581,111 

$62,296,376 

516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 

F-4E  Aircraft 

36 
5 

10 

217 

1 

4 

10 

10 
1 
3 
4 

96 

Turkey 

$202,626,576 

5,977,340 

75,267,530 

11,920,915 

5,150,000 

945,736 

1,979,190 

1,688,080 

1.195,468 

4.241,046 

22.514,064 

8.910,816 

$97,205,004 

Turkey 

AH-1P  Helicopters 

2,295,490 

Turkey 

P-3A  Aircraft 

22,580,260 

Turkey 

F-4E  Ground  Support 

4,172,321 

Turkey 

F-4  Simulator 

257,000 

Turkey  

Wreckers  

Tractor  Trailer  WA^rane 

378.295 

Turkey ..        

791.676 

Turkey 

Tractor  Trailer  WO/Crane 

675.232 

Turkey 

AH-1P  Helicopter 

459.098 

Turkey 

AT-38  Aircraft  

848.211 

Turkey 

F-4E  Aircraft 

10,800.556 

Turkey 

M42A1  Duster 

2,673.216 

Total  for  Turkey  

$342,416,761 

$143,136,359 

Colombia  

517 

OV-10  Support  

$71,333 

$35,612 
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Country 


Type  of 

Transfer 


Quairtrty 


Total  Acquisi- 
tion Value 


Total  Current 
Value 


Colombia  517 

Colombia  517 

Colombia  517 

Colombia  517 

Total  for  Colombia  

Mexico  517 

Mexico  517 

Total  for  Mexico 

Paraguay 517 

Paraguay 517 

Paraguay 517 

Total  for  Mexico 

Chile 519 

Total  for  Chile  

Colombia  519 

Colombia  519 

Colombia  519 

Total  for  Colombia  

Malawi  519 

Malawi  519 

Total  for  Malawi  

Philippines  519 

Philippines  519 

Philippines  519 

Philippines  519 

Philippines  519 

Philippines  519 

Philippines  519 

Philippines  519 

Philippines  519 

Philippines  519 

Philippines  519 

Philippines  519 

Philippines  519 

Philippines  519 

Philippines  519 

Philippines  519 

Philippines  519 

Total  for  Philippines 

Argentina  FMS 

Total  for  Argentina  

Austria  FMS 

Total  for  Austria  

Bahrain  FMS 

Bahrain  FMS 


OV-10  Support  

OV-10  Engines 

Landing  Craft  Util 

OV-10  Support  

M-l  Carbines 

M-l  Carbines 

Individ.  Equip.  Items 

Jeep  Vehicles 

First  Aid  Kits  

C-130B  Aircraft  

C-130B  Aircraft  

J69  (T-37)  Engines 

M151  Spares  

M151A1  Trucks 

Cargo  Trailers 

C-130B  Aircraft  

M151A2  Vehicles  

M416  Trailers  

Jeep  Spare  Parts  

C-130B  Aircraft  

C-130B  Aircraft  

Firetruck 

82  Ford  Sedan 

Forklift  

Tank  Truck 

Forklift  

Trailer  

Mixer 

Honda  Sedan  

EDA  Wallace  Air  Sta 

EDA  CampO'Donnell 

M151  &  M880  Spares  

MK37  Torpedo  Components  . 

M42A1  Gun  System  (Duster) 

M416A1  Cargo  Trailers 

M151  Truck  Repair  Parts  .... 


20 
4 


18,178 
30,000 


15 
159 


40 
20 


2 

1,046 
452 


18 


30 


358,170 

484,000 

1.428,000 

40.695 


$2,382,198 


$1,452,422 
2,397,000 


$3,849,422 


$181,112 

331,920 

1,763 


$514,794 


$3,300,000 


$3,300,000 


$3,800,000 

363,636 

36,898 


$4,200,534 


$127,840 
53,880 


$181,720 


$3,800,000 

16,959,844 

1,195,992 

1,090,961 

1,900,000 

1,900,000 

22,600 

6,996 

24,909 

21,813 

12,720 

450 

300 

5,134 

6,186,200 

1,400,000 

723,418 


$35,251,337 


$426,330 


$426,330 


$1,670,778 


$1,670,778 


$92,010 
9,372 


143.288 
50,600 

571,000 
16,276 


$816,776 


$47,203 
77,902 


$125,105 


$9,072 

16.596 

87 


$25,755 


$2,075,158 


$2,075,158 


$3,073,268 
70.108 
18,449 


$3,161,825 


$6,400 
6,000 


$12,400 


$3,711,318 

848,306 

59,664 

327,288 

1,855,659 

1,855,659 

1.130 

349 

1.245 

1,090 

636 

22 

15 

256 

1,299,155 

548,421 

361,709 


$10,871,922 


$57,115 


$57,115 


$501,228 


$501,228 


$4,590 
4,686 
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Country 

Type  of 
Truster 

ItM 

Quantity 

Total  Acquisi- 
tion Value 

Total  Current 
Valve 

Total  for  Bahrain 

$101,382 

$9,276 

FMS 

MK37  Torpedo  Comp 

Brazil 

$856,760 

$181,350 

Total  for  Brazil  

$856,760 

$181,350 

FMS 
FMS 
FMS 
FMS 

Dormitory  Furniture 

Canada  

$417,080 

70,000 

107,920 

180,000 

$22,590 

Canada  

De-icer  Trucks  

2 

2 

120.000 

14,000 

Canada  

Arresting  Barriers 

32.376 

Canada  

De-Icing  Fluid  (gal.) 

90.000 

Total  for  Canada 

$775,000 

$158,966 

FMS 
FMS 

A— 37  Aircraft 

4 
3 

Ecuador 

$1,756,000 
1,317,000 

$435,864 

Ecuador  

0A-37  Aircraft 

326,898 

Total  for  Ecuador  

$3,073,000 

$763,762 

FMS 
FMS 

UH-1M  Helicopters 

6 
3 

El  Salvador  

$1,500,000 
1.317,000 

$158,000 

El  Salvador  

A-37  Aircraft 

315,000 

Total  for  El  Salvador  ... 

$2,817,000 

$473,000 

FMS 

O-IE  Aircraft 

15 

Italy 

$256,140 

$51,228 

Total  for  Italy 

$256,140 

$51,228 

FMS 

O-IE  Aircraft 

5 

Malta 

$85,380 

$4,777 

Total  for  Malta  

$85,380 

$4,777 

FMS 
FMS 
FMS 
FMS 

M151  Trucks 

251 

84 

2 

300 

Mexico  

$4,596,298 

221.928 

19,235 

4,908,000 

$229,815 

Mexico  

Cargo  Trailers 

11,096 

Mexico  

Mexico  

Generators  

M151-A2  Trucks 

968 
245,400 

Total  for  Mexico 

$9,745,461 

$487,279 

FMS 

FMS 
FMS 
FMS 

HAWK  Missile  Systems  Simulators  . 

20 

NATO  

$9,027,720 

$451,386 

Total  for  NATO  

$9,027,720 

$451,386 

Knife-Bayonet  

Trenching  Knife  

18.070 

1.371 

105 

Norway  

Norway  

$53,307 
10,858 
67,841 

$5,331 
1,086 

Norway  

Reeling  Machines  

6,784 

Total  for  Norway 

$132,006 

$13,201 

FMS 
FMS 
FMS 

Individ.  Equip.  Items 

Jeep  Vehicles 

Paraguay  

$181,112 

331.920 

1.763 

$9,072 

Paraguay  

15 

159 

16,596 

Paraguay  

First  Aid  Kits  

87 

Total  for  Paraguay  

$514,795 

$25,755 

FMS 
FMS 
FMS 
FMS 

0V-10A  Aircraft 

5 

19 
24 

Philippines  

$2,585,000 

9,567,000 

580,800 

429,503 

$2,077,121 

Philippines  

OV-IOA  Aircraft 

5,782,882 

Philippines  

Aircraft  Engines 

60,720 

Philippines  

OV-10  Support  

178,900 

Total  for  Philippines  ... 

$13,162,303 

$8,099,623 

FMS 
FMS 
FMS 
FMS 
FMS 

M35A1  Trucks 

40 

30 

7 

1 

1 

Sierra  Leone  

$2,160,000 

240,000 

59,934 

2,640 

8,522 

$34,720 

Sierra  Leone  ... 

M151A2  Trucks  ... 

33,210 

Sierra  Leone  

M882  Trucks 

2,996 

Sierra  Leone 

M4 16  Trailer 

132 

Sierra  Leone 

Refueler  Tanker  

852 
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Country 

Type  of 
Tr>  trier 

It** 

Quantity 

Total  Acquisi- 
tion Value 

Total  CurfMt 
Value 

Sierra  Leone 

FMS 

Water  Tanker 

1 

9,026 

903 

Total  for  Sierra  Leone  .. 

$2,480,122 

$72,813 

FMS 

M551  Vehicle 

1 

Singapore 

$294,930 

$29,314 

Total  for  Singapore  

$294,930 

$29,314 

FMS 
FMS 

FMS 

P-3A  Aircraft 

5 

4 

50 

$37,633,500 

2,132,000 

27,080,100 

$3,866,975 

638,304 

9,750,000 

Thailand 

0V-10A  Aircraft 

Thailand 

M48A5  Tanks 

Total  for  Thailand 

$66,845,600 

$14,255,279 

FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 
FMS 

0V-10A  Aircraft 

18 

153 

86 

12 

150 

Venezuela 

$9,594,000 

3,872,400 

227,212 

5,522 

7,515 

18,734 

81,070 

8,562 

13,737 

2,510 

7,515 

95,112 

$2  872  368 

Venezuela  

M151  Trucks 

169.279 

11.361 

277 

376 

9  367 

Venezuela  

Cargo  Trailers 

Venezuela 

Venezuela 

Venezuela 

Engines 

Tires 

Wheeled  Vehicle  Spare  Parts 
M151  Trucks 

Venezuela 

5 

1 
1 

10 

150 

36 

4.195 
711 

Venezuela 

M882  Truck 

Venezuela 

M886  Ambulance 

443 

Venezuela 

Engines  &  Transmissions 

125 

Venezuela 

Jeep  Tires 

376 

Venezuela 

M416  Cargo  Trailers 

4  755 

Total  for  Venezuela  

$13,933,889 

$3,073,633 

DSAA/EDA  Report  FY  1990 

{July  27,  1993] 


Country 

Type  of 

Transfer 

Item 

Quantity 

Total  Acquisi- 
tion Value 

Total  Current 
Value 

Egypt 

516 
516 
516 

M60A1  Tanks 

700 

1173 

212 

$247,100,000 

14,354,579 

3,437,368 

$148400  000 

Egypt  

Wheeled  Vehicles 

907,758 
173.416 

Egypt  

M151A2  Trucks 

Total  for  Egypt  

$264,891,947 

$149481 174 

516 
516 
516 
516 

M60A1  Tanks 

no 

57 

6 

28 

Greece  

$38,830,000 

1,481,436 

96,000,000 

109,096,708 

$23  320  000 

Greece  

Greece  

Communications  Equip  

P-3A  Aircraft 

592.575 
12  308  316 

Greece  

A-7E  Aircraft 

18  275  824 

Total  for  Greece 

$245,408,144 

$54  496  715 

516 
516 

M151A2  Trucks 

290 
3 

Israel  

$4,702,060 
6,600,000 

$237  220 

Israel  

Ch-53A  Helicopters 

2  820  000 

Total  for  Israel  

$11,302,060 

$3  057  220 

516 
516 

F-100-PW-200  Eng 

24 

65 

Portugal  

$74,900,000 
528,030 

$28800  000 

Portugal  

Wheeled  Vehicles 

52  490 

Total  for  Portugal  

$75,428,030 

$28852  490 

516 
516 
516 
516 
516 

Wheeled  Vehicles 

1109 

29 

25 

3 

1 

Turkey  

$7,772,497 

30,242,853 

501,500 

13,138,737 

5,150,000 

$522  526 

Turkey  

S-2  Aircraft 

1  512  147 

Turkey  

AN/GRC  171(V)1  Radio 

50150 

Turkey 

C-1306  Aircraft  

3  941  622 

Turkey 

F-4  Simulator 

257,000 
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Court  ty 

Typaof 
Truster 

Mm 

Quality 

Total  Acquisi- 
tion Valtt 

Total  Current 
ValM 

Turkey  . . 

516 

IM  Radioactive  Meters 

146 

8,468 

3,358 

Total  for  Turkey  

$56,814,055 

$6,286,803 

517 

Wheeled  Vehicles 

90 

Colombia  ... 

$1,100,800 

$63,000 

Total  for  Colombia  

$1,100,800 

$63,000 

517 

Wheeled  Vehicles 

477 

Ecuador 

$5,941,701 

$336,103 

Total  for  Ecuador  

$5,941,701 

$336,103 

517 

Wheeled  Vehicles 

84 

Jamaica 

$1,052,638 

$63,808 

Total  for  Jamaica  

$1,052,638 

$63,808 

517 

Wheeled  Vehicles 

783 

Mexico  

$11,347,664 

$692,560 

Total  for  Mexico 

$11,347,664 

$692,560 

517 

Wheeled  Vehicles 

56 

Peru 

$458,188 

$47,704 

Total  for  Peru  

$458,188 

$47,704 

DSAA/EDA  Report  FY  1989 

[July  27.  1993] 


Country 

Type  of 

Transfer 

Km 

Quantity 

Total  Acquisi- 
tion Value 

Total  Current 
Value 

Portugal  

516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 
516 

M48A5  Tanks 

60 

40 

5,000 

10,000 

5,000 

5,000 

5,000 

5 

25 
20 
40 
46 

$33,503,520 

36,908,160 

2,580,000 

5,160,000 

2,580,000 

2,580,000 

2,580,000 

374,050 

417,925 

109,740 

108,960 

145,452 

45,000,000 

2,149,000 

100,000 

110,000 

$23,700,000 

Portugal  

Uh-IH  Helicopters 

9,272,040 

Portugal  

M456  105mm  Ctg,  HEAT-T  

200,000 

Portugal  

Portugal  

Portugal  

Portugal  

C518  105mm  HEP 

C503  105mm  TPT 

C510  105mm  TPT 

M392A2  105mm  

400,000 
200.000 
200,000 
200,000 

Portugal  

M49A2C  Fuel  Trucks 

70,630 

Portugal  

M151A2  Trucks 

81,750 

Portugal  

M345  Trailers  

46,760 

Portugal  

M416  Cargo  Trailers 

43,560 

Portugal  

M416A1  Cargo  Trailers 

58,144 

Portugal  

A-7  Engine  Spares 

J33-A-35  Engines 

P-408  Engine  Monitoring  System  .. 
Truck  Crane-Shovel  

45,000,000 

Portugal  

Portugal  

Portugal  

100 
5 
1 

859,600 
50,000 
62.706 

Total  for  Portugal  

$134,406,807 

$80,445,190 

SRA  Notifications  to  the  Hill  FY  1988 

[Acquisition  value  net  available] 


Country 


Item 


Quantity 

Current  Value 

80 

$800,000 

120k 

3,887,000 

15k 

70,050 

6k 

40,800 

8 

171,920 

20.5k 

225.500 

4.1k 

55.350 

Greece 
Greece 
Greece 
Greece 
Greece 
Greece 
Greece 
Greece 
Greece 


Chemical  Protective  Gear 

90mm  Tank  Ammo  

M18A1  Claymore  Mines 

105mm  Recoilless  Rifle  Ammo 

T-33  Engines  (J33-A35) 

5  inch  38mm  Ammo  (0274)  ... 
5  inch  38mm  Ammo  (D225)  ... 
5  inch  38mm  Ammo  (0230)  ... 
Patrol  Gunboats 


1,800,000 
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Cwntry 

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Greece  

Subtotal 

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Subtotal 

Turkey 

Turkey 

Turkey  

Turkey  

Turkey 

Turkey 

Turkey  

Turkey 

Turkey 

Turkey 

Turkey 

Turkey  

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey 

Turkey  

Turkey 

Turkey  

Turkey  

Turkey 

Turkey 

Subtotal 


QMitity 

Cinwt  Vila* 

1 

208.534 

50 

19,750,000 

54 

60,000 

300 

9.923.286 

1.5k 

7.077.627 

15 

9,536.705 

70 

1,610,740 

500 

5,201.500 

90 

800,000 

$61,219,012 

20k 

$200,000 

5k 

23.350 

5k 

34.000 

7 

150.430 

1,500.000 

4 

2,200,000 

19 

114,000 

10 

200,000 

10 

300.000 

10 

350.000 

1.820 

27.500 

1 

200 

1 

317 

250 

5 

24.000 

4 
4 
4 

$5,123,797 

100k 

$1,000,000 

180k 

5.814,000 

30k 

140,000 

9k 

612,000 

14 

300,860 

1 

1,000,000 

5k 

112,500 

29.5k 

324,500 

5.9k 

79,650 

75 

310.425 

75 

6,324,000 

5 
13 

184,600 

2 

13,218 

75 
400 

9.923,286 

2k 

10,110,896 

1 

1,700,000 

Ik 

10.403,000 

50 

5.877,485 

35,451,227 

1 

550.000 

18.010,000 

1.7k 

1,700,900 

100 

$109,942,647 

Harbor  Tugs 

H48A5  Tanks  

TestAXsgnostk  Equipment  Sets  

F  -104  Reparable  Line  Item  Parts  ... 
F-104  Consumable  Line  Item  Parts 

F- 104  68  Reparable  Line  Items 

AnVM.T-68  Consumable  Line  Items 

ME  600  Gallon  Fuel  Tanks 

MK44  Torpedo  Air  Drop  Stabilizers  . 

Protective  Gear 

Claymore  Mines 

106mm  Recoilles  Rifle  Ammo 

T-33  Engines  (J33-A35) 

TF30-P-408  Engine  Tools 

A-7P  Support  Equipment  (dimotes) 

Roadgraders  

Scrapers 

Tractors  

Loaders 

Flak  Vests 

Mapping  Equipment  

Docking  Fender  Set  

Test/Disgnostic  Equipment  Sets  

M03  Ground  Power  Units 

R-1051AJRR  HF  Receivers 

AN/URT  1  MF/HF  Transmitter 

ANAJRT  1  MF/HF  Transceiver 

Protective  Gear 

Tank  Ammo 

M18A1  Claymore  Mines 

105mm  Recoilless  Rifle  Ammo  

T-33  Engines  (J33-A35) 

S-2E  Weapons  System  Trainer  

5  inch  38mm  Ammo  (D230)  

5  inch  38mm  Ammo  (D274) 

5  inch  38mm  Ammo  (D230)  

Radio  Repeater  MRC-54 

Radio  Repeater  MRC-69 

Telephone  Switch  Equipment  MTC  1 
Telephone  Switch  Equipment  MTC  3 
Telephone  Switch  Equipment  MTC  7 

Test/Diagnostic  Equipment  Sets  

F-104  Reparable  Line  Item  Parts  ... 
F-104  Consumable  Line  Item  Parts 

MPN-13  Radar  

F-4E  600  Gallon  Fuel  Tanks 

M39A2  Gun  Systems  

G8U-8  Servicable/Un  Comp/Spares 
F-4E  Base  Level  Set  Tech  Orders  ... 

F-4E  Spares/GSE 

S-2E  Spares 

MK44  Torpedo  Air  Drop  Stabilizers  . 
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Country 

Greece 

Greece 

Greece 

Greece 

Greece  

Greece  

Greece 

Greece 

Greece 

Greece  , 

Greece  

Greece 

Greece  

Greece  

Greece 

Greece 

Greece 

Greece 

Subtotal 

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Portugal  

Subtotal 

Turkey 

Turkey 

Turkey 

Turkey  

Turkey 

Turkey 

Turkey 

Turkey  

Turkey 

Turkey 

Turkey 

Turkey  

Turkey 

Turkey 

Turkey  

Turkey 

Turkey 

Turkey 

Turkey 


Quantity 

Currant  Valut 

50 

$39,404,000 

60 

42,372.000 

2 

426,000 

14 

185,000 

14 

207,000 

11 

6,791,000 

1 

208,534 

50 

1.825,000 

150 

50.000 

150 

490.000 

50 

42,000 

32 

35,000 

60 

62.000 

200 

1.800,000 

100k 

3,400.000 

49 
50 

171.000 

4 

8,000 

97,476,534 

2 

$426,000 

10 

132.000 

4 

92.000 

1 

1,076.000 

1 

3,273,000 

42 

1,890,000 

1 

209,000 

10 

3,650,000 

12 

48,000 

13 

43,000 

50 

42,000 

20 

283,000 

10 

180,000 

10 

59,000 

20 

7,874,000 

18 

20,000 

30 

31.000 

12 

124,000 

12 

22,000 

$19,474,000 

40 

$108,005,560 

50 

35.310,000 

20 

264,000 

18 

246,000 

350 

117,000 

350 

1,145,000 

370 

382,000 

100 

900,000 

150k 

5,100,000 

150 

513,000 

120 

119,000 

75 

2,005,000 

2 

768,560 

2 

870,000 

5 

11,007,337 

2 

4.734,025 

2 

800,000 

1 

329.000 

1 

251.101 

F-40  Aircraft 

F-4C  Aircraft 

C-130A  Aircraft 

T-33  Aircraft  

UH-1P  Helicopters 

A-78  Aircraft 

Harbor  Tug 

H60A2  Tanks  

M151A1  V4-Ton  Trucks  

M151A2  V«-Ton  Trucks  

M880  V4-Ton  Truck 

M101  105mm  Howitzers 

106mm  Recoilless  Rifles 

M48A1  Hulls  &  Turrets 

M14  Rifles  

Mortars  

Nike  Hercules  Missiles  

Leased  MSLs  (minesweeper  launch) 

OA  Aircraft 

OA  Aircraft 

UH-1F  Helicopters 

A-7  Aircraft 

Leased  Hydrographis  Ship  (Keller)  .. 

A-7  Engines  

Harbor  Tug 

M60A2  Tanks 

M151A1  y4-Ton  Trucks  

M151A2  tt-Ton  Trucks  

M880  V4-Ton  Truck  

2Vi-Ton  Fuel  Truck  

Bulldozers  

Roadgraders  

M48A5  Tanks 

105mm  Howitzers 

106mm  Recoilless  Rifles 

81mm  Mortar  Carriers 

81mm  Mortar 

F-4E  Aircraft  

F-4C  Aircraft 

T-33  Aircraft  

TH-1F  Helicopters  

M151A1  Vi-Ton  Trucks  „. 

M151A2  H-Ton  Trucks  

106mm  Recoilless  Rifles 

M48A1  Hulls  

M14  Rifles  

Nike  Hercules  Missiles  

4.2  Inch  Mortars 

M114A2  Howitzers 

Patrol  Craft 

Harbor  Tug 

Destroyers  

Submarines 

Tank  Landing  Ships  (LSTs)  

AD  

ARS 
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Country 

Mm 

Qu»ntrty 

Currwt  Valu. 

Turkey  

ARD 

1 

801,465 

Subtotal 

$173,668,048 

Responses  of  Under  Secretary  Lynn  E.  Davis  to  Questions  Asked  by  the 
Senate  Foreign  Relations  Committee 

Question.  Also,  please  provide  a  breakdown  by  country  of  the  form  in  which  ESF 
assistance  was  provided  in  FY  1993. 

Answer.  The  enclosed  table  provided  by  the  Agency  for  International  Develop- 
ment, shows  the  form  in  which  ESF  was  provided,  by  country,  in  FY  1993. 

Fiscal  Year  1993  ESF  Assistance  Categories 

[In  dollars] 


Rejion/C  wintry 

FY  1993  OYB  Gram) 
Total 

Cask  Transfer 

OP 

Projects 

Africa: 

Djibouti 

2.000.000 
1,000.000 
500,000 
2.000.000 
1,300,000 
2.500.000 
3,000,000 

2.000.000 

Burundi  

1,000000 

Liberia 

500000 

Mozambique 

2000000 

Seychelles 

1.300,000 

Africa  Regional  

2  500000 

Africa  Democracy  Support  .. 

3000,000 

Subtotal 

12.300.000 

10,000.000 
1,000.000 
12,000,000 
8,100,000 
25.000,000 
14.000.000 
25.000.000 

3,300.000 

9,000,000 

Asia: 

Afghanistan 

10  000000 

Burma  

1,000,000 

Cambodian  Resistance 

12,000000 

8,100,000 

Philippines  

25,000,000 

South  Pacific 

14.000.000 

East  Asia  Regional  

25,000,000 

Subtotal 

95.100.000 

25.000,000 
200.000,000 
101,074,881 

14,000,000 

81.100,000 

Europe 

Cyprus 

25.000,000 

Turkey 

200.000.000 

MS 

101,074,881 

Subtotal 

326.074.881 

822,000,000 

1.200,000,000 

80,000,000 

4.600,534 

20.000.000 

5.000.000 

3.000.000 

12.330,980 

34,704,042 

200.000,000 

276,000,000 

1,200,000,000 

30,000,000 

126,074,881 

Near  East: 

Egypt  

Israel  

200,000,000 

346.000,000 

Jordon 

50,000,000 

Lebanon 

4,600,534 

Morocco  

16,000,000 

4.000,000 

Oman 

5,000,000 

Tunisia  

3,000,000 

Mid  East  Regional  

12.330,980 

West  Bank/Gaza  

34,704,042 

Subtotal 

2.181.635.556 

1.522,000,000 

200,000,000 

459,635.556 

402 

Question.  Could  you  please  provide  a  breakdown  of  the  actual  or  projected  com- 
position of  ESF  in  terms  of  cash  transfers,  project  assistance,  and  commodity  im- 
ports for  Fiscal  Years  1990-94? 

Answer.  The  enclosed  table  provided  by  the  Agency  for  International  Development 
(AID),  depicts  Economic  Assistance  Funds  (ESF)  in  terms  of  cash  transfers,  project 
assistance  and  commodity  imports  for  Fiscal  Years  1983-92.  AID  is  currently  work- 
ing on  the  data  for  Fiscal  Years  1993  and  1994,  which  will  be  forwarded  to  you  as 
soon  as  available. 
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Question.  There  have  been  widespread  reports  that  the  administration  is  consider- 
ing approval  of  a  third-party  arms  sale  from  Jordan  to  Indonesia  of  four  F-5  Tiger 
jets,  I  sent  a  letter  with  Chairman  Pell  and  Senators  Kennedy  and  Harkin,  indicat- 
ing that  we  would  oppose  such  a  sale  at  this  time  because  of  Indonesia's  abysmal 
human  rights  record  in  East  Timor.  We  also  asked  the  administration  to  work  with 
our  allies  to  discourage  such  sales  as  well. 

The  administration  thus  far  has  a  good  record  on  East  Timor  and  on  human 
rights.  Approving  such  a  sale  would  undermine  the  progress  the  Administration  has 
made  on  these  issues. 

What  canyou  tell  us  about  this  proposed  sale? 

Answer.  The  Government  of  Jordan  has  requested  U.S.  authorization  to  transfer 
four-seven  F-5E  aircraft  to  Indonesia.  Jordan  acquired  these  aircraft  in  the  mid- 
1970s  under  the  Military  Assistance  Program  (MAP). 

Indonesia  wants  these  aircraft  to  replace  damaged  or  lost  aircraft  from  its  existing 
F-5  fleet.  The  Royal  Jordanian  Air  Force  would  use  the  proceeds  from  the  transfer 
to  modernize  its  23  F-6E  aircraft  fleet. 

A  U.S.  company,  EIDETICS  Aircraft  of  Torrance,  California,  has  been  identified 
by  both  governments  to  facilitate  this  transaction.  The  Company  estimates  that 
more  than  1,200  U.S.  jobs  would  be  supported  by  this  program. 

We  continue  to  press  senior  GOI  officials  to  improve  human  rights  conditions. 
U.S.  concerns  prompted  us  to  cosponsor  an  EC-initiated  resolution  at  the  UN 
Human  Rights  Commission  criticizing  Indonesian  policy  on  East  Timor. 

The  Department  of  State  evaluates  military  sales  to  Indonesia  carefully  on  a  case- 
by-case  basis  giving  serious  consideration  to  human  rights  in  our  decision  on  the 
proposed  sale. 

We  are  currently  reviewing  Jordan's  request  and  are  consulting  closely  with  Con- 
gress before  making  a  decision.  Indonesia's  human  rights  record  is  an  important  fac- 
tor in  our  consideration  of  this  request. 

Question.  Is  it  your  understanding  that  this  sale  will  have  to  be  approved  by  the 
Senate  under  the  Arms  Export  Control  Act? 

Answer.  The  MAP  acquisition  value  of  the  aircraft  was  approximately  $1.5  million 
each  for  a  total  of  $6-$  10.5  million,  depending  on  the  actual  number  of  aircraft 
transferred  to  Indonesia. 

We  are  required  by  the  Arms  Export  Control  Act  to  report  to  Congress,  after  the 
fact,  MAP  transfers  exceeding  $1  million  in  original  acquisition  value. 

The  AECA  requires  prior  notification  to  Congress  of  transfers  of  Major  Defense 
Equipment  with  an  acquisition  value  of  $14  million  or  more.  Although  the  proposed 
transfer  does  not  meet  this  threshold,  we  are  consulting  Congress  to  allow  us  to  fac- 
tor in  Congressional  views  in  our  decision.  The  decision  does  not  require  Senate  ap- 
proval. 

NUCLEAR  TESTING 

Question.  Once  again  there  are  reports  that  the  administration  is  considering  con- 
tinuing nuclear  testing.  Today  you  testified  that  one  of  the  goals  of  the  Administra- 
tion's foreign  policy  is  to  stem  proliferation  of  nuclear  weapons. 

Why  would  the  Administration  want  to  continue  testing? 

How  will  this  affect  our  efforts  to  stem  nuclear  proliferation  worldwide? 

Answer.  The  President  has  decided  that  the  United  States  will  extend  the  current 
moratorium  on  U.S.  nuclear  testing  through  September  of  1994,  provided  no  other 
state  tests.  He  is  calling  on  the  other  nuclear  weapon  states  to  refrain  from  nuclear 
weapon  testing. 

If,  however  the  moratorium  is  broken  by  another  state,  the  President  stated  that 
he  would  direct  the  Department  of  Energy  to  prepare  to  conduct  additional  tests 
while  he  seeks  Congressional  approval  pursuant  to  the  Hatfield-Exon-Mitchell 
Amendment. 

The  administration  is  firmly  committed  to  negotiate  a  multilateral  comprehensive 
ban  on  testing  of  nuclear  weapons.  The  President  believes  that  if  the  other  nuclear 
weapon  states  join  the  United  States  in  observing  a  moratorium,  we  will  be  in  the 
strongest  possible  position  to  negotiate  a  CTB  treaty  and  to  push  for  indefinite,  un- 
conditional extension  of  the  nuclear  Non-Proliferation  Treaty  in  1995. 

We  want  to  work  together  with  our  allies,  the  other  nuclear  weapon  states,  and 
other  interested  countries  to  pursue  a  multilateral  CTBT  that  will  win  broad  inter- 
national adherence. 

OFFSETS 

Question.  One  area  of  business  which  I  have  been  interested  in  since  coming  to 
the  U.S.  Senate  is  offsets — primarily  in  the  defense  industry.  In  a  competitive  bid 
for  a  contract,  a  company  offers  far  more  than  just  a  bid  to  win  a  project;  it  can 
negotiate  all  sorts  of  side  deals  to  sweeten  the  bid.  In  Wisconsin,  a  paper  machine 
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company  lost  money  on  a  contract  because  a  competitor,  a  subcontractor  on  the  F- 
18  sale  to  Finland,  ofTered  a  cash  offset  as  part  of  their  bid  on  that  contract. 

To  your  knowledge,  how  widespread  is  this  practice? 

Answer.  The  demand  for  offsets  is  growing,  with  practically  every  arms  purchaser 
demanding  some  form  of  offset. 

Countries  with  advanced  defense  industrial  bases  usually  request  direct  offsets, 
which  are  military  goods  or  services  related  to  the  sale  at  hand. 

Buyers  with  less  developed  defense  industries  often  want  indirect  offsets,  which 
are  non-military  forms  of  compensation. 

Question.  To  your  knowledge,  is  our  security  assistance  being  used  in  any  way  to 
court  offsets?  What  do  you  think  about  this? 

Answer.  An  April  1990  Presidential  statement  outlines  USG  policy  on  offsets.  Be- 
cause the  USG  regards  offsets  for  military  exports  as  economically  inefficient  and 
market  distorting,  it  is  the  policy  of  the  USG  not  to  become  involved  in  offset  ar- 
rangements between  U.S.  companies  and  foreign  governments. 

Additionally,  the  use  of  U.S.  monies  in  support  of  offsets  is  prohibited. 

The  statement  specifically  prohibits  U.S.  government  funds  from  being  used  to  fi- 
nance offsets  in  security  assistance  transactions,  except  as  allowed  by  currently  es- 
tablished procedures. 

At  the  same  time,  we  recognize  that  U.S.  firms  must  offer  offsets  to  remain  com- 
petitive in  foreign  competitions.  For  this  reason,  we  do  not  forbid  companies  from 
initiating  or  implementing  offsets. 
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